Winn,  Henry 

The  transfer  of  taxes  from 
money-lenders  to... 

Boston 
1884 


MASTER  NEGATIVE  # 


COLUMBIA  UNIVERSITY  LIBRARIES 
PRESERVATION  DIVISION 

BIBLIOGRAPHIC  MICROFORM  TARGET 


ORIGINAL  MATERIAL  AS  FILMED  -  EXISTING  BIBUOGRAPHIC  RECORD 


;508 

IZ  Winnt  Uexxryt  1834- 1916  • 

Box  107     The  transfer  of  taxes  from  money-lenders  to 
business  and  laborj  an  argument  by  Henry  Winn 
before  the  Committee  on  taxation  of  the  Massachu- 
setts legislature  of  1884«      Boston,  Franklin 

press,  1884* 
47  cm# 


RESTRICTIONS  ON  USE: 


RepmducHons  may  not  be  made  wiOwutpemiission  Uom  Columbia  Uruversity  Libraries. 


TECHNICAL  MICROFORM  DATA 


FILM  SIZE:  ^S/K/TO 


REDUCTION  RATIO:  //'/ 


IMAGE  PLACEMENT 


:  lA  ^ 


DATE  FILMED:  '2)'2>An 


INITIALS: 


TRACKING  #  : 


FILMED  BY  PRESERVATION  RESOURCES,  BETHLEHEM,  PA. 


THE  TRANSFER  OP  TAXES  FROM  MONEY-LENDERS 

TO  BUSINESS  AND  LABOR. 


Air 


ARGUMENT  BY  HENRY  WINN 


COMMITTEE  ON  TAXATION 


OF  THE 


MASSACHUSETTS  LEGISLATURE  OF  1884. 


BOSTON : 

FRANKLIN  PRESS:  RAND,  AVERY,  &  COMPANY 

1884. 


THE  TRANSFER  OF  TAXES  FROM  MONEY-LENDERS 

TO  BUSINESS  AND  LABOR. 


AN 

ARGLMExNT  BY  HENRY  WINN 

BSFOBK  THK 

COMMITTEE  ON  TAXATION 

OF  THE 

MASSACHUSETTS  LEGISLATURE  OF  18S4. 


BOSTON : 

FRANKLIN  PRESS:  RAin>,  AVERY,  A  COMPANY. 

1884. 


ADDRESS. 


Mb.  Chairmah  ahd  Gbmtlbhkk,  —  You  have  to  consider  the 
most  important  financial  question  which  the  General  Court  has 
decided  in  the  century— the  question  whether  the  tax-payers  of 
this  Commonwealth  shaU  be  burdened  to  make  up,  in  coming  years, 
the  subsidy  of  annual  mflUons  provided  for  money-lenders  by  the 
Act  of  1881,  through  the  exemption  of  their  mortgage  loans.  No 
person  denies  the  imposition  of  the  burden, —no  person  denies 
the  receipt  of  the  subsidy ;  but  the  recipients  plead  that  they  con- 
sume it  in  reducing  their  interest-rates  to  borrowers  of  money,  and 
tiiat  tMs  is  a  suffldent  justification  for  its  exaction  from  the  people 

of  Massachusetts.  •  j-  v, 

No  person  wiU  deny  that  when  great  sums  are  paid  to  individu- 
als to  disburse  as  almoners  or  agents,  that  the  burden  of  proof  is 
upon  them  to  show  the  application  of  the  funds  to  their  intended 
purpose.  I  beg  you  will  remember,  therefore,  that  it  is  not  incum- 
bent on  me  to  show  that  these  moneys  are  misapplied  before  asking 
the  repeal  of  this  law.  You  stand  as  auditors  of  the  Common- 
wealth to  whom  they  make  their  account,  and  if  they  cannot  prove 
to  you  afflrmativelv  that  the  contributions  allowed  to  them  from 
the  treasuries  of  the  people  are  substantially  all  applied  for  the 
benefit  of  the  doubly-taxed  debtor,  as  they  were  intended,  then 
you  ought  to  cut  off  this  subsidy  with  remorseless  hand. 

Double  Taxation. 

Let  us  arrive  at  the  question.  So  much  has  been  said  about 
double  taxation,— -in  fact,  it  was  the  false  pretence  on  which  this 
law  passed,  —  that  we  cannot  fairly  proceed  without  defining  its 
relations  to  the  subject  of  our  discussion.  For  centuries  prior  to 
1881,  in  this  State,  capitalists  were  taxed  on  their  money,  or,  more 
accurately  speaking,  their  capital  at  interest.  Under  the  general 
principle  that  a  State  cannot  safely  forego  the  taxation  of  its  own 
territory,  all  laud  was  taxed.  All  tangible  personal  property  was 
also'taxed.  This  condition  brought  one  hardship.  When  a  man 
owning  taxed  property  owed  a  balance  of  debt,  he  was  compelled 
to  pay  part  of  the  income  of  tlie  taxed  property  to  his  creditor  as 
interest,  and  yet  compelled  also  to  pay  full  taxes  on  it.  This  is 
tiie  l^th  and  breadth  of  the  hardship  called  double  taxation. 
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It  is  error  to  say  that  the  borrower  paid  the  tax  on  the  land  and 
then  a  tax  on  the  money  in  any  sense  which  implies  that  the  hard- 
ship is  other  tlian  I  have  stated.  When  a  man  buys  land  for  a 
note,  the  note,  with  its  nature,  principal  and  interest,  is  the  precise 
equivalent  of  the  land,  just  as  a  mill  would  be,  if  he  had  that  to 
give.  He  no  more  pays  the  seller's  tax  on  the  note  than  he  would 
pay  the  taxes  on  the  mill  forever  after,— and  only  in  the  same 
sense  that  you  pay  taxes  on  the  farmer's  land  when  you  buy  com. 
He  pays  for  the  use  of  money  as  you  pay  for  corn.  In  the  same 
sense  the  seller  pays  the  taxes  forever  on  the  doubly-taxed  bor- 
rower's land  because  he  cannot  get  so  much  of  a  note  as  he  could 
if  the  farm  bore  no  taxes.  Each  pays  his  own  taxes  out  of  his 
own  profits. 

Let  us  illustrate  the  so-called  double  taxation  by  the  severest 
case.  Bogers,  in  1880,  owned  a  farm  worth  $10,000  free  of  debt. 
Suppose  he  paid  taxes  at  the  average  Massachusetts  tax-rate  for 
1882,  which  was  $15.28.  His  taxes  were  $152,80.  Robinson 
owned  nothing,  paid  no  taxes.  Then  Rogers  sold  to  Robinson, 
getting  Bobinson's  note  $10,000.  At  the  next  levy  Rogers  is  held 
to  pay  taxes  $152.80  on  the  note,  Bobinson  $152.80  on  the  land. 
They  do  not  pay  quite  this,  however,  for  there  is  $10,000  more 
property  taxed  in  the  town,  and,  consequently,  with  the  same  tax 
levy,  tiie  rate  will  be  a  little  less. 

Now  who  bears  this  hardship?  Plainly,  Robinson.  For  Rogers 
has  a  property  precisely  as  good  to  him,  all  things  considered,  as 
the  farm,  else  he  would  not  have  traded  the  farm  for  the  note. 
But  he  pays  somewhat  less  tax,  as  I  have  shown,  than  before. 
He  therefore  has  no  hardship.  But  Robinson  pays  a  tax  on  the 
land,  yet  pays  part  of  its  income  to  another.  That  is  what  people 
call  the  double  tax.    Here  we  reach  the  first  important  fact ;  viz., 

1.  The  m&ney'lender  does  not  pay  a  mill  of  double  tax^  the  debtor 

pays  U  aU.  i  w  • 

So  every  man  with  taxable  tangible  property  who  owes  a  debt  is 
doubly  taxed.  So  notes  and  bonds  of  all  kinds  represent  men 
behind  them  with  this  hardship.  This  law  is  but  the  first  step  in 
the  scheme  of  exempting  all  credits,  and  reducing  all  taxation  to 
tangible  property. 

But,  as  Walker  has  shown  in  his  Science  of  Wealth,  this  tax 
was  not  double.  The  new  tax  paid  in  the  case  of  the  sale^to 
Robinson  reduced  the  tax  of  every  man  in  town.  So  every  like 
tax  reduced  his.  One-third  and  over  of  the  real  estate  is  mort- 
gaged. Except  for  dodging,  the  double  tax  would  be  very  mudl 
lightened  bv  taxing  these  credits.  As  it  is,  however,  Mr.  Gleason, 
the  present  State  Treasurer,  showed  in  a  careful  article,  published 
in  The  Herald,"  March  6,  1880,  that  almost  precisely  one-third 
of  the  taxed  property  of  the  State  was  credits.  The  least  effort 
would  largely  increase  the  proportion,  for  it  is  credit  property  which 
escapes. 

Assuming  therefore and  it  is  near  enough  for  a  general  esti- 
niate  —  that  credits  paid  one-third  our  taxes.  Robinson  only  paid 
two-thirds  of  a  double  tax,  or,  more  accurately,  two-thirds  of  a  ftill 
tax  on  property  partially  barren  to  him,  because  part  of  its  fruits 
go  to  another.  What  the  theorists  stigmatize  as  the  d<mble  taxa- 
tion system  has  paid  the  rest  by  imposing  taxes  on  credits. 
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Now  if  (nredite  paid  one-third  the  taxes,  which  at  the  passage  of 
this  law  was  substantially  the  case,  the  situation  in  Massachusetts 
may  be  represented  by  supposing  a  community  of  three  persons 
Smith,  Beyers,  and  Robinson,  under  diflferent  phases  of  taxation, 
raising  annually  a  constant  sum,  say  $458.40,  Smith  beginning 
with  |l0,000  tangible  property,  land  and  personal  unincumbered, 
Rogers  with  $10,000  in  land,  and  Bobinson  with  nothing.  We 
b^u  then  with  a  simple 


Tangible  Property  Basis. 


Proper^. 

Character  of 

Smith 

Bofi^rs 
Bobinson  . 

Totals  . 

910,000  00 

10,000  00 
None. 

Unincumbered  tan- 
gible . 
Land  * 

9229  20 
229  20 
Ncme. 

922  92 
22  92 

920,000  00 

9168  40 

Now  suppose  our  ancient  system  of  taxing  credits,  to  come  in 
by  a  sale  of  Sogers'  land  to  Bobinson  fw  a  wM  which  is  after- 
wards taxed.   We  have  th^  tiie 

MASSACH08BTTS  StSTSM  . 

Property. 

Character. 

Smith 

Roeers 
Bomnson  . 

Totals 

910,000  00 

10,000  00 
10,000  00 

Unincumbered  tan- 
gible . 

Note  or  credit 
Land  mortgaged  . 

9152  80 
152  80 
152  80 

915  28 
15  28 
15  28 

$30,000  00 

9168  40 

This  is  Massachusetts  in  miniature.  This  law  alone  excepted, 
observe  that  it  is  the  condition  of  Massachusetts  tax-payers  in 
1882,  with  credit  propert}^  paying  one-third  the  taxes,  and  with 
the  tax  rate  of  that  year  which  was  $15.28.  Note  particularly 
that  Robinson  pays  no  douUe  tax,  which  on  a  tangible  property 
basis  would  be  $229.20,  but  only  $152.80,  which  is  two-thirds  of 
one.  The  Massachusetts  sj'stem  has  reduced  double  taxation  one- 
third  by  levying  a  tax  on  credits.  Now  adopt  the  '*refOTin" 
system  of  exempting  credits,  which  is 
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Property. 

Cluuftcter. 

Tax. 

Tax-Bate. 

Smith 

Kogers 
Bobinson  . 

Totals  . 

110,000  00 
10,000  00 

Unincumbered  tan- 
gible - 
Note  not  Talued  . 
Land  mortgaged  . 

1229  20 

None. 
229  20 

•22  92 

22  92 

$20^000  00 

^58  40 

These  tables  are  very  instructive.  Observe  that  this  reform  " 
will  create  an  average  Masmdmsetts  tax-rate  of  $22,92,  or  over 
two  md  a  quarter  per  cent. 

The  rate  would  increase  much  more  than  this,  because  real 
estate  would  decline,  and  tfiare  would  be  less  property  to  tax. 

Obsme  that  the  change  increases  Robinson's  tax,  which  was 
the  only  double  tax,  — $76.40;  that  is,  the  '* reform''  absolutely 
increases  double  taxation,  fifty  per  cent. 

Further :  that  $76.40,  which  is  the  increase  of  Robinson's  double 
taxation,  is  three-fourths  per  cent  on  his  $10,000  note;  that  is, 
under  the  "reform,"  Rogers  must  reduce  his  interest-rate  three- 
fourths  per  cent  before  double  taxation  will  be  ^'relieved"  down 
to  the  point  it  stood  at  under  the  old  system. 

You  know  this  reform,  as  a  pretended  scheme  to  ^'relieve  double 
taxation"  by  exempting  the  money-lender  Rogers,  hoping  that 
Beyers  will  transfer  his  exemption  to  Robinson  by  reducing  his 
interest-charge  on  that  note,  and  thereby  relieve  Robinson's  tax, 
which  is  the  double  one.  Mark  in  these  figures  the  total  cff*ect 
possible  in  relieving  double  taxation  if  the  scheme  is  perfectly 
successful.  Nobody  —  not  even  the  most  i)ersistent  advocate 
of  the  reform  — is  fool  enough  to  believe  that  Rogers  will  give 
Robinson,  in  discount  from  his  interest,  more  than  he  gets  himself 
in  exemption  :  he  gets  $152.80.  Giving  it  all  will  reduce  Robin- 
son's double  tax  from  $229.20  to  $76.40  ;  and  that  is  one-third  of 
a  double  tax. 

The  maximum  effect  of  the  ''reform,"  then,  if  the  scheme  could 
perfectly  succeed,  would  be  to  relieve  double  taxation,  so  as  to  reduce 
it  by  one-third  of  a  double  tax  lower  than  it  was  before.  Observe 
that,  if  Rogers  makes  over  half  his  exemption — $76.40  —  to 
Robinson,  the  double  tax  stands  precisely  as  it  did  before.  ^  If  the 
scheme,  therefore,  is  half  successful,  it  leaves  double  taxation  just 
as  it  was  before,  putting  $76.40  into  the  money-lender's  pocket 
by  inci  easing  the  tax  of  the  community  at  large  (Smith)  to  that 
amount. 

When,  now,  I  shall  prove  to  you,  as  I  tMnk  I  can,  that,  under 
the  inflexible  rules  of  political  economy,  the  money-lenders  do  not 
and  will  not  reduce  in  any  material  degree  their  interest-diarges  to 
the  doubly-taxed  borrower,  but  pocket  the  subsidy,  and  leave  a 
heavy  net  increase  of  double  taxation  as  the  result  of  this  "  reform,'* 
you  can  understand  the  true  inwardness  of  the  hollow  damor  against 
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'^double  taxation,"  which  the  tiieorists  and  newspapers  who  write 
in  the  interest  of  money-lenders  din  into  the  public  ear.  You  can 
never  cure  double  taxation  by  exempting  the  wrong  man. 
Let  us  preserve  the  points  the  illustrations  prove,  viz. :  — 
2«  7%e  eamnption  of  credUs  now  partially  entered  upon  witt^ 
whm  cansummate,  increaee  th^  toW9  of  every  farmer ^  msrcAonf , 
and  manufrntwer^  who  does  not  get  some  share  of  the  plunder  in 
the  capacity  of  money-lender^  by  fifty  per  eent^  and  raise  the  owtage 
tax-rate  o&OM  two  and  one-fourth. 

3.  It  increoM  double  UmxtUm  fifty  pet  cent,  ofid  (f  ufuruoeeM/U, 
affords  no  compenMiion  for  fAe  increase* 

4.  If  entirely  successful  in  causing  Ike  moneylender  to  transfer 
his  whole  exemption  to  his  debtor^  it  can,  by  the  process  of  com- 
pensation ^  reduce  double  taxation  only  one-third  of  a  double  tajx 
lower  than  it  loas  before^  leaving  the  dStor  incompensable  by  it  for 
half  his  double  taxation. 

5.  If  half  successful^  it  leaves  the  do%Me  taxation  without  com-' 
pensation  precisely  a^  it  was  before. 

6.  Under  it  the  money-lender  must  reduce  his  interest  charge 
three-fourths  per  cent  before  double  taxation  can  be  reduced  a  mOL 

7.  The  old  system  reduced  double  taxation  one-third. 

The  ilhistration  I  have  cited  shows  the  situation  in  Massachu- 
setts when  the  general  exemption  of  credits  now  begun  shall  be 
completed.  This  is  the  only  fair  wa}'  to  reason.  When  the  trav- 
eller enters  upon  the  first  step  of  his  chosen  route,  it  is  time  to 
consider  the  dangerous  passes  and  swollen  streams  of  its  later 
course.  No  man  believes  that  the  exemption  can  stop  with  mort- 
gage loans.  It  is  rascally  to  exempt  the  man  who  lends  on  land, 
and  continue  to  tax  the  man  who  lends  on  a  stock  of  goods,  or  on 
a  poor  man's  cow.  It  is  worse  j'et,  to  tax  the  cow  to  pay  the 
bribe  given  to  induce  the  man  who  lends  on  her,  to  withdraw  his 
loan  from  her  owner,  and  put  it  on  land.  For  example,  how  are 
you  going  to  continue  your  tax  on  sixty-three  millions  of  mone}^  at 
interest  yet  taxed,  or  twenty-two  millions  of  taxable  deposits? 
And  after  that,  how  on  ninetv-six  millions  of  bank  stock,  which 
the  United  States  law  forbids  vou  to  tax  more  than  other  moneved 
capital?  Will  you  exempt  a  man  having  for  his  loan  the  certain 
security  of  land,  and  tax  another  having  no  security  at  all?  If  j^ou 
persist  in  the  notion,  that  exemption  of  lenders  relieves  double 
taxation  of  borrowers,  is  not  the  solvent  man  who  borrows  giving 
his  note  just  as  much  doublj^  taxed  as  if  he  gave  a  mortgage  deed 
in  addition,  and  just  as  much  entitled  to  your  favor?  You  must 
go  Imc^  or  go  on,  and  consequently  I  say  a  refusal  to  repeal  this 
law  involves  a  tax-rate  in  Massachusetts  fifty  per  cent  higher,  — 
an  in<nrease  of  fifty  per  cent  in  double  taxation. 

What  I  have  said,  applies,  perfectly  to  the  exemption  of  mort- 
gage loans,  — only  the  effect  is  dot  so  extensive.  The  tax-payers 
may  better  face  this  question  at  once  than  piecemeal.  Their  taxes 
are  now  at  wstr  rates,  being  largely  increased  by  this  exemption. 
The  law  of  1881,  as  the  Committee  on  Taxation  last  year  reported, 
haa  iiusreased  1^  avers^  tax-rate  $1.06  per  thousand,  and  it  haa 
of  course  increased  double  taxation  by  the  8»ne  amount. 


DouBu:  Taxatiok  ko  Qaowsm  fob  SuBfiDMaoH©  Lbmdsbs. 

It  is  plain,  the  money-lender  paid  no  dotible  tw,— it  cost  him  no 
time  or  labor  to  reduce  his  interest-rate,  and  he  earns  no  oommia- 
sion  thereby.  He  therefore  deserves  not  a  penny  of  the  great  sub- 
sidy we  have  given  him.  Now,  suppose  that  true  which  is  not, — 
suppose  the  money-lender  did  reduce  in  some  oonsideraWe  degree 
his  interest  charge  on  account  of  this  law,  —  say,  by  half  the  <^iQ<>unt 
of  the  tax  remitted  to  him.  Is  the  double  tax  I  have  desmbed  a 
sufficient  hardship  to  require  the  commnnity  to  make  great  sacnflces 
for  its  cure  beyond  the  amount  actually  applied  to  its  relief,  — to 
pay  for  instance,  two  dollars  to  tile  money-lender,  allowing  him 
wrongfully  to  pocket  one  to  get  the  other  to  the  debtor? 

We  have  in  Robinson  the  worst  ease  of  double  taxation,— where 
a  man  worth  nothing  buys  property  fully  taxed  entirely  on  credit. 
Generally,  loans  cover  only  a  small  part  of  a  man's  property. 
They  are  made  voluntarily  for  profit.    Robinson  saw  some  gain  in 
buying  that  farm,  double  tax  and  all,  or  he  would  not  have  bought. 
And  the  reason  that  purchasers  on  credit,  like  him,  could  buy  and 
assume  the  fractional  iWEuli  of.  a  tax  on  property  partiaUy  barren  to 
them,  which  I  caU  the  double  tax,  because  it  has  acquired  that 
popular  name,  is  because  the  interest-rate,  except  in  crises,  is  al- 
ways less  than  the  average  income  of  tanjnble  property.    A  great 
amcwnt  of  property  is  owned  by  persons  who  are  disinclined  to,  or 
disabled  for,  business.    The  principal  part  is  in  the  hands  of  the 
wealthy,  whose  accumulations  put  them  beyond  the  need  of  work. 
But  various  classes  are  represented.    These  persons  are  wilhng  to 
take  a  lesa  income  for  their  farms  and  other  business  property  than 
an  efficient  man  can  make  from  them  by  employing  them.    For  the 
element  of  certainty  also,  they  are  willing  to  pay  largely  beyond 
the  absolute  cost  of  the  risk.    They  realize  the  equivalent  of  the 
difference  in  the  advantages  which  annuitants  enjoy.  Independent 
therefore,  of  a  foreign  supply  of  loanable  capital,  there  is  a  margin 
for  purchasers  on  credit,  between  the  income  of  the  tangible  prop- 
erty bought  and  the  interest-rate  they  i)ay,  which  meets  or  reduces 
the  partial  double  tax  assumed.    But  when  an  unlimited  toreign 
gnppiy  from  countries  where  the  income  of  tangible  ])roperty  is  still 
lower  enters  to  reduce  the  rate,  the  double  tax  is  not  felt. 

The  double  tax  itself  was  not,  as  many  people  believe,  based  on 
nothing,  anv  more  than  our  tax  on  incomes  which  is  not  based  on 
existing  propertv.  If  Smith's  property  had  been  gold  ingots  and 
he  had  bought  the  land,  Rogers  would  have  assumed  the  taxes  on 
the  ingots  and  they  would  have  paid  for  their  protection.  But 
Robinson,  unfortunately,  had  not  the  gold  and  wanted  the  farm 
just  as  if  he  could  pay  for  it.  To  accommodate  Robinson,  there- 
fore, a  new  class  of  property  was  created  in  Rogers'  hands  called  a 
contract.  Now  the  functions  of  government  for  which  taxes  are 
laid  are  just  as  much  exercised  to  protect  and  define  the  new  pro- 
perty as  the  gold  bars.  And  a  great  deal  more  so.  Because  the 
gold  bars  needed  no  legal  construction .  Rogers  only  needed  a  pohce- 
man  to  protect  them.  But  Rogers  requires  for  the  contract  not 
only  a  policeman  to  ])rotect  — but  (since  debtors  sometimes  evade 
payment),  a  legislature  to  pass  laws  conci»rning  conti-acts  and 


their  enforcement — a  court  to  construe  —  and  a  sheriff  to  col- 
lect. Anybody  can  see  that  the  functions  of  government  are  just 
as  mudi  exercised  relative  to  the  land  as  before.  All  this  ma- 
chinery has  been  set  iu  operation  in  Robinson's  behalf  to  accommo- 
date him  because  he  did  not  happen  to  have  the  gold  or  other  com- 
modity with  which  to  pay  Rogers.  A  moment's  thought  will  show 
that  a  very  lai-ge  part  of  the  expenses  of  government  are  incurred 
in  construing  and  enforcing  contracts  of  various  kinds  as  well  as 
in  the  protection  of  notes  and  bonds,  the  punishment  of  forgeries, 
etc.,  —  that  is  on  matters  connected  with  credit  property,  —  simply 
to  accommodate  Robinson  and  others  like  him  who  wanted  property 
but  could  not  bring  the  gold  to  pay  for  it.  Community  get  no 
compensation  for  all  this  expense  except  through  this  double  tax. 
Our  fathers  did  not  look  sim|)ly  at  Robinson  and  say,  —  Lo  this 
poor  fellow  !  what  is  he  paying  a  tax  on  that  farm  for,  when  he  does 
not  really  own  it,  but  is  badly  in  debt?  but  they  looked  on  both 
sides  of  tlie  question,  —  they  looked  at  the  state-house,  the  court- 
house, and  the  body  of  police,  and  remembered  that  they  were 
largely  occupied  at  public  expense  to  enable  hiiu  to  hold  that  farm 
without  paying  for  it  ;  they  remembered,  too,  that  Robinson  was 
not  a  fool  but  was  making  a  profit  out  of  the  operation,  taxes  and 
all,  or  he  would  not  have  bought  that  farm.  They  saw  that  the 
hardship  was  not  severe,  that  he  paid  only  a  fraction  of  a  double 
tax  at  worst,  —  that  he  voluntarily  assumed  it  for  profit, — that 
doubly-taxed  borrowers  prospered  more  under  our  system  of  tax- 
ation than  in  any  other  State. 

Now  I  am  not  here  to  quarrel  with  this  modern  notion  —  so 
harped  upon  by  uioney-lenders  seeking  this  subsidy,  —  that  com- 
munity ouglit  to  I'uruish  this  machinery  of  government  to  accom- 
modate the  debtor  class  for  nothing.  I  cite  these  facte  simpl}'  to 
insist  that  community  is  not  held  to  any  samGces  in  this  matter — 
is  not  bound  to  give  two  dollars,  or  ten  cente,  to  get  one  dollar  to 
the  debtor  —  that  since  it  coste  the  creditor  no  pains  to  reduce  his 
rate,  you  have  no  right  on  this  plea  to  subsidize  him  attilie^pense 
of  the  public  unless  it  a^>ear8  that  he  pays  over  every  mill  of  the 
subsidy  to  the  debtor.  Exempt  the  lancl  if  yon  will,  pay  the 
debtor  a  rebate  from  the  treasuty,  but  do  not  link  your  subsidy  in 
any  way  with  the  creditor  so  that  it  shall  cost  the  public  except  for 
just  what  goes  to  the  debtor.   In  short,  — 

8.  No  sum  slwdd  be  wted  to  mo9teg4enders  in  eamnpHan^  of 
toAidi  any  considerable  fraction  i»  to  remain  in  their  pockd^s. 

This  law  simply  exempte  the  money-lender  from  taxation.  It 
does  not  relieve  the  debtor  from  any  tax,  or  in  any  way  reduce  his 
partial  double  tax,  but  increases  it.  Therefore  it  does  nothing  to 
relieve  double  taxation,  except  by  what  the  creditor  reduces  his 
interestdiarge  on  account  of  the  law.  It  is  an  act  through  which 
tiie  public  give  a  subsidy  of  one  and  a  half  per  cent  to  him  to  be 
givra  over  by  him  to  his  debtor.  If  he  lets  his  money  to  his 
debitor  for  Just  what  it  is  worth,  he  gives  the  debtor  nothing.  He 
must  let  his  money  for  one  and  a  half  per  cent  less  than  that 
money  is  worth,  in  equivalent  loans,  or  he  pockets  public  money. 
And  now,  another  element  enters.  All  interest-rates  have  declined 
independentiy  of  the  law.   Mx>ney  invested  in  Boston  and  Albany 
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sevens  realizes  five-eighths  percent  less  interest  than  in  1880,  jast 
before  tliis  law  passed .  The  rate  on  mortgages  themselves  fell  about 
two  per  cent  under  taxation  before  the  law  passed.  All  other  securi- 
ties continuine  to  decline  under  taxation,  of  course  mortgage-rates 
have  declinedlndependently  of  the  law.  Suppose  this  dedme  has 
been  one  half  per  cent  since  its  passage.  Ought  thia  dechne  from 
natural  causes  to  be  counted  to  the  credit  of  money-lenders  as 
paid  by  them  in  reUef  of  double  taxation?  The  question  ahnost 
answers  itself.  Did  not  the  capitalists  and  thehf  newspapers  so  per- 
sistently clamor  that  the  law  has  justified  itself,  because  the  inter- 
est-rate has  faUen,  without  discriminating  between  the  fall  from 
natural  causes,  and  the  fall  (if  any,)  on  account  of  this  law,  the 
point  would  not  deserve  notice.  It  must  be  remembered  that  it 
the  absolute  value  of  the  use  of  Rogers'  money  has  declined,  it  is 
no  reason  why  Sogers'  tax  should  be  less.  Who  ever  thought  of 
exempting  a  farmer  because  his  income  was  less  in  some  particular 
year,  on  account  of  winterkilled  grass,  or  a  manufacturer  because 
his  trade  was  bad?  Rogers  owes  the  State  one  and  a  half  per  cent 
without  discounts,  notwithstahding  the  value  of  the  use  of  his 
capital  is  one  half  per  cent  less.  The  State  gives  him  this  one 
and  a  half  per  cent  for  Robinson.  He  cannot  give  it  to  Robin- 
son unless  he  lets  his  money  one  and  a  half  per  cent  less  than  it 
ia  worth  in  equivalent  loans ;  and,  if  it  is  worth  one  half  per  cent 
1^  than  in  1880,  then  he  cannot  give  that  one  and  a  half  per  cent 
to  Robinson  unless  he  lets  his  money  two  per  cent  less  to  him  than 
he  did  in  1880,  — that  is  cheaper  by  the  tax,  plus  the  natural  de- 
chne. Bobinson's  double  tax  is  no  less  because  interest  has 
dedmed  — it  has  increased.  He  can  meet  it  easier  because  he 
pays  less  interest,  just  as  he  could  if  the  price  of  fertilizers  should 
come  down.  But  the  money-lender  and  the  law  deserve  credit  for 
redudng  his  rate  by  the  natural  decline,  no  more  than  any  huckster 
who  cheapens  his  wares  because  the  market  is  down,  deserves  to 
be  called  a  public  benefactor.  I  have  shown  that  the  law  increased 
the  double  tax,  an  amount  which  the  Committee  last  year  put  at 
1.06  per  thousand  dollars.  The  money-lender  must  also  reduce 
his  rate  of  interest  this  much  before  he  can  begin  to  reduce  double 
taxation  at  all  bv  compensation.  Rogers,  or  more  accurately 
Rogers  and  Sraith"equally,  ought  to  subscribe  this  much  reduction 
besides  the  one  and  a  half,  and  the  natural  decline,  to  make  the 
law  effective  for  its  purpose.    We  find  then, 

9.  That  the  law  should  he  repealed  {if  for  no  other  cause) ,  unless 
it  appears  that  the  money-lenders  have  reduced  their  interest  charges 
by  the  amount  of  the  full  tax  remitted  to  them,  plus  the  amount  of 
the  general  decline  in  the  use  of  money,  plus  fifty-three  cents  per 
thousand  doUars^  or  otie-twentieth  of  one  per  cent  more. 

Thb  Law  a  Snonut  EzsBCPnoH  of  Mortgage  Loajw. 

I  have  treated  this  law  thus  far  as  if  it  simply  exempted  mort- 
gage loans.  That  is  its  exact  effect,  although  it  wears  the  fraudu- 
lent face  of  requiring  the  money-lender  to  pay  the  debtor  s  taxes 
on  his  mortgaged  land.  No  man  has  pretended  before  you  that  it 
has  any  other  effect.  No  assessor,  no  attorney,  no  advocate  of 
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the  law,  so  far  as  I  can  find,  has  ever  heard  of  a  case  where  a 
mortage  has  been  made  since  the  law  in  which  the  lender  failed 
to  require,  by  written  covenant,  his  debtor  to  pay  all  the  land 
taxes,  and  thereby  to  take  the  exemption  on  his  note  to  himself. 
A  few  were  caught  by  the  law  who  held  old-fashioned  time  mort- 
gages, which  had  no  clause  requiring  the  debtor  to  keep  the  cred- 
itor free  from  taxes  on  the  land.  I  procured  the  data  from  seven 
towns  at  random,  — North  Adams,  Greenfield,  Ashfield,  Orange, 
Charlemont,  Erving,  and  Shelburne,  having  eight  and  a  quarter 
millions  of  real  estate,  and,  at  the  usual  average,  three  millions  of 
mortgages.  I  found  taxes  paid  by  mortgagees  on  $12,725  worth 
of  land,  all,  so  far  as  I  could  learn,  cases  of  old  time-mortgages. 
That  is,  less  than  one  two  hundred  and  twentieth  part  of  the  tax 
on  mortgaged  land  was  paid  by  the  creditor,  and  in  new  cases 
nothing.  In  five  of  these  towns,  reporting  their  taxed  ''money 
at  interest  secured  by  mortgage,''  I  found  about  one-fifth  of  the 
amount  to  be  taxed  mortgagees'  interests ;  part  of  the  amount  I 
have  stated.  They  will  soon  disappear.  The  assessors  should 
not  have  entered  them  in  this  column,  for  they  are  by  law  real 
estate.    It  is  plain  then  that, 

10.  The  law  is  simply  an  act  exempting  money-lenders  on  their 

mortgage-loans. 

Woxju>  A  GmsBAL  ExsxrnoN  of  CsGDm  ££i>uc£  Iiitekesx 

Bates? 

We  reach  a  vital  point  of  the  discussion: — Will  exemption 
induce  tiie  lender  to  reduce  hia  interest  charge  by  the  amount 
remitted  in  taxes?  Have  lenders  since  this  act  reduced  their 
rates  by  tbUt  amount  plus  the  amount  of  the  g^eral  deduoie  in  the 
interest  rate. 

The  proposition  generally  urged  in  the  aflSrmative  is  this :  — 
A  man  who  has  got  money  is  going  to  have  about  so  much  fw 
it.  Of  course  he  can  afford  to  lend  for  less  if  he  does  not  pay  the 
tax,  and  if  you  take  it  off  he  will  lend  for  that  much  less.  A 
money-lender  always  has  the  advantage,  and  if  he  has  to  pay  a 
tax  will  take  it  out  by  increasing  his  interest-rate  that  much." 

This  hallucination  has  been  drummed  into  the  public  ear  so  long 
by  tiiat  part  of  the  press  which,  from  prejudice  or  lack  of  exami- 
nation, write  in  the  interest  of  capital,  that  many  really  believe  it. 
The  reason  it  gauis  a  foothold  is  because  many  people  see  impe- 
cunious borrowers,  unable  to  give  security,  offering  any  thing  for 
loans.  The  pubUc  do  not  go  behind  bank  counters  and  see  the 
idle  millions  paying  nothing  unless  invested.  The  case  is  entirely 
•  different  where  the  sound  security  of  a  mortgage  is  given.  Even 
to  the  impecunious  the  money-lenders  charge  hardly  enough  to 
leave  them  the  general  average  of  profit  after  deducting  losses. 
The  lender  has  no  such  control  of  the  price  of  his  commodity  as 
the  proposition  implies.  If  so,  why  does  he  stop  at  six  per  cent? 
Why  not  exact  twenty?  Is  it  because  he  does  not  like  money? 
If  the  proposition  is  true,  what  consummate  fools  manage  institu- 
tions like  the  Provident  Savings,  who  have  just  lent  Boston 
♦950,000  for  thirty  years,  at  about  three  and  three-eighths  per 
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cent  —  a  loan  on  which  they  pay  one-half  per  cent  tax,  leaving 
them  a  net  two  and  seven-eighths.  Why  are  not  some  of  these 
theorists  put  in  charge,  who  would  have  used  the  advantage  which 
money-lenders  have  to  get  eight  or  ten  per  cent  as  their  fancy 
pleased  them? 

A  simple  illustration  will  expose  this  foil}'  in  a  case  like  this 
where  only  a  local  tax  is  referred  to.  Interest  is  the  income  of 
loanable  capital,  as  profit  is  the  income  of  the  boot-maker.  Its 
price,  like  that  of  boots,  is  governed  by  the  suppl}'  and  demand. 
Twenty  thousand  dollars  gold  has  no  advantage  over  twenty 
thousand  dollars'  worth  of  boots,  for  the  boots  will  bring  the  gold 
in  twenty  seconds  at  the  market.  Now,  suppose  the  tax  of  a 
Massachusetts  boot-maker  amounted  to  one  dollar  on  each  pair  of 
fine  boots.  You  exempt  him  to  cheapen  boots.  The  freight  of 
boots  to  New- York  City  is  a  quarter  of  a  cent  per  pair.  The  price 
in  New  York  when  you  took  off  the  tax  was,  therefore,  within  a 
quarter  of  a  cent  of  the  price  in  Boston.  You  will  not  reduce  the 
price  of  boots  a  cent  by  your  dollar  exemption,  till  yon  shoe  the 
natives  of  Cathay.  Add  a  tax  of  a  dollar  per  pair.  Before 
the  maker  can  increase  the  price  of  boots  five  cents  a  pair,  Boston 
shall  have  no  trade  but  in  New*York  boots.  Yon  may,  by  a  dis- 
criminating tax,  drive  boot-making  out  of  Massachusette ;  but  it  is 
beyond  your  power  to  raise  or  lower  the  price  of  boots,  except  as 
you  raise  or  lower  it  througb  the  world,  except  in  the  narrow  mar- 
gin of  the  cost  of  frei^t.  So  by  a  general  exemption  of  money- 
lenders, yon  can  only  affect  the  interest-rate  within  ^  narrow 
maigin  of  wtiat  I  have  called  the  co-efficient  of  inertia  of  capital, 
— that  is,  the  cost  of  exchange,  of  proving  to  the  foreign  lender 
the  nature  of  the  risk  you  ask  him  to  take  when  he  invests  here, 
and  minor  details.  This  corresponds  to  the  quarter  of  a  cent 
transix>rtation,  which  was  the  co-efficient  of  inertia  in  that  case. 
You  cannot  change  the  price  of  tJie  use  of  money  by  even  that 
margin,  owing  to  another  principle  which  I  will  state  later. 

I  say  the  interest*rate  is  controlled  by  causes  outside  Massachu- 
setts, by  the  supply  and  demand  the  world  over  —  there  is  free 
trade  in  mone}'  —  3^our  tax  covers  scarcely  a  five-hundredth  part 
of  the  suppl}',  and  does  not  at  all  aflfect  the  demand ;  and  3'ou  can 
no  more  by  a  general  exemption  of  credits  cheapen  interest-rates 
to  the  amount  of  the  tax  you  remit,  and  thcrebj'  relieve  double 
taxation  fift}'  per  cent,  than  you  can  reduce  the  level  of  Boston 
harbor  six  feet  with  a  Knowles  pump.  You  may  reduce  the  water 
some,  and  you  can  reduce  the  interest-rate  in  a  proportion  hardly 
more  appreciable  by  such  an  exemption.  Your  subsidy  goes  into 
the  pockets  of  money-lenders,  and  the  only  thing  you  can  accom- 
plish by  it  is  to  increase  double  taxation  and  other  tax-rates  fifty 
per  cent. 

The  attempt  reminds  one  of  the  case  cited  by  General  Walker  in 
his  Political  Economy,  illustrating  the  folly,  under  Ricardo's  Law 
of  Rent,  of  trying  to  lower  the  price  of  bread  by  reducing  the 
rent  of  land.  Let  me  substitute  in  your  minds  Massachusetts  for 
the  philanthropic  gentleman,  taxes  for  rent,  and  money-lenders  for 
those  selling  grain. 

Let  us  suppose  that  a  philanthropic  gentleman  (MassachasetU) 
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whose  rent-roll  (taxes)  is  twenty  thousand  pounds,  being  gr^^j 
moved  bv  tales  of  distress  (told  by  money-lenders),  knowing  ttat 
the  quartern  loaf  is  very  dear,  calls  his  tenants  together  and  tells 
them  that,  in  consideration  of  the  hatd  tunes  and  the  great  soffer- 
ing  of  the  poor,  he  has  determined  to  remit  one-half  of  the  rent 
(taxes)  of  all  his  farms,  so  that  the  farmers  may  be  enabled  to  sell 
wheat  at  a  lower  price,  and  thus  the  poor  be  enabled  to  buy  bread 
at  a  chea.)er  rate.  What  would  be  the  consequence?  Doubtless 
all  the  tenante  (leaden)  would  accept  the  proffered  terms  cheer- 
fully, and  hnmWy  thank  his  honor.  But  would  they  se  1  the  ^-heat 
(use  of  money)  at  any  lower  price?  Not  at  all,  why  should  they? 
They  can  get  the  market  price  for  it,  and  that  price  is  not  fixed  by 
the  cost  of  raising  wheat  on  their  farms,  or  on  any  farms  for  which 
rent  is  paid.  It  is  the  no-rent  land  that  raises  that  last  portion  oi 
the  necessarv'  supply  of  wheat  which  fixes  the  price  of  all  wheat. 

But  suppose,  to  imagine  a  most  improbable  case,  that  some  one 
out  of  the  fifty  tenants  on  this  estate  were  to  go  to  the  dealer  i  a 
.  grain  to  whom  he  was  accustomed  to  seU  his  ciop,  and  say,  "  Air. 

5  ,  inasmuch  as  my  landlord  has  remitted  half  my  rent  this 

year,  I  offer  you  my  wheat  a  shiUing  less  a  bushel,  in  order  that 
you  may  sell  it  at  a  corresponding  reduction  to  the  baker.  >V  hat 
would  the  grain-dealer  do?  Clearly  he  would  take  the  wheat  at 
the  reduced  price  offered.  But  would  he  sell  it  to  the  baker  lor 
anv  less?  And,  if  two  such  fools  were  found  in  succession,  would 
the  baker,  getting  his  flour  a  shilling  "  off,"  put  down  the  price  of 
the  loaf?  Not  if  he  were  of  the  sort  of  baker  (lender)  that  you 
and  I  know."    (Page  212.) 

In  short,  the  claim  that  the  money-lender  will  reduce  his  charges 
because  he  can  afford  to  do  so,  because  he  can  make  more  money 
after  he  is  exempted,  is  utterly  fallacious.  He  is  going  to  get 
what  the  market  will  give  him.  He  is  of  no  different  mould  from 
the  farmer  or  merchant,  and  will  no  more  cheapen  his  interest- 
charge  because  the  State  gives  him  a  subsidy  than  a  farmer  will 
sell  butter  cheaper  because  his  father  has  given  him  a  cow.  _  Ihe 
only  thing  that  can  cause  either  party  to  reduce  his  price  is  the 
appearance  of  somebody  else  with  money  to  lend  or  butter  to  dis- 
pose of  at  such  rates  that  he  fears  he  will  lose  his  sale  ;  or  a  disin- 
clination in  the  purchaser,  a  reduced  demand.  The  onl^-potent 
influence  on  the  money-lender  to  bring  down  his  rates  is  a  reduced 
demand  or  an  increased  supply.  ,     ^  * 

This  law  does  not  reduce  the  demand.  The  only  effect  can  De 
to  increase  the  supply.  Now,  it  will  be  readily  admitted  that  this 
law  does  not  create  new  capital  to  constitute  a  supply.  It  can 
only  act,  if  at  all,  by  attraction,  —  by  its  power  to  attract  addi- 
tional capital  into  mortgages.  How  far  can  its  attraction  extend. 
Plainly,  only  to  the  other  taxed  property  of  Massadiusett^ 

Note  here  an  essentially  vicious  principle  of  tiie  law.  There  is 
no  attraction  unless  there  is  a  profit  to  be  made.  We  have  seen 
that  the  lender  caunot  compensate  the  borrower  for  paying 
tax.  except  by  lending  to  him  at  less  than  money  is  worth.  1  he 
bid  to  new  capital  to  change  its  form  into  mortgages  is  exemption, 
—  one  and  a  half  per  cent.  But  there  is  no  attraction  in  a  one 
and  a  half  per  cent  subsidy  to  induce  a  capitalist  to  wiUuiiaw  his 
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capital  from  other  investment,  and  lend  it  at  one  and  a  half  per 
cent  less  than  it  is  worth.  Capital,  by  a  law  of  its  nature,  has  a 
certain  co-efficient  of  inertia.  Concretely  stated,  if  A  is  lending 
to  B  at  five  per  cent,  there  is  a  tendency  in  the  loan  to  stay  there. 
C  must  bid,  say  a  quarter  advance,  to  induce  A  to  inquire  into  his 
solvency  and  change  ;  and  if  B  needs  the  money,  he  will  counter- 
bid.  Now,  the  law  must  offer  enough  attraction  to  C  to  counter^ 
vail  these  resistant  influences,  and  give  him  a  profit  besides,  before 
he  will  change.  Suppose  three-fourths  per  cent  required  to  do  this, 
A  will  then,  for  the  bid  of  exemption  reduce  the  mortgage  interest* 
rate  Huree-fourths  per  c^t  only :  he  must  have  the  other  three- 
fourths  to  himself.  Now,  we  have  seen,  that  under  a  general 
exemption  of  credits,  a  reduction  of  the  m<»rtfage  interest^rate 
three-fourths  per  cent  to  the  borrower  would  not  reduce  double 
taxation  a  mill;  the  borrower  would  not  be  a  whit  better  off, 
because  the  new  system  would  increase  his  tax  that  much.  Sup- 
pose less  than  Uiree-fourtlis  per  cent  be  required,  (C  must  have 
mme  profit  to  change)  ;  and  we  have  (hrther  seen  that  there  is  no 
justification  in  taxing  a  community  for  a  subsidj^  to  money-lenders, 
which  is  to  stay  in  their  pockets.  We  might  stop  here.  This 
law  cannot  operate  except  by  attraction  to  induce  a  new  supply. 
There  is  no  attraction  without  a  subsidy  to  money-lenders,  no 
justification  for  taxing  the  people  to  create  audi  a  subsidy;  and 
the  law  is  inevitably  bad* 

The  Law  mors  Effecitve  ok  Mortgage  Bates  aloke  thak  it 

extended. 

I  have  spoken  thus  far  chiefly  of  a  general  exemption  of  credits, 
but  I  do  not  wish  to  ignore  the  question  in  its  limitation  to  mort- 
gage loans.  It  is  true  that  when  exemption  is  limited  to  mortgage 
loans  made  upon  Massachusetts  land,  the  exempted  commodity 
cannot  go  out  of  the  State  to  find  a  higher  price  in  case  of  decline, 
as  the  boots  did.  It  is  also  true  that  there  is  more  tendency 
toward  a  reduction  of  the  interest  charge  by  competition  when 
only  one  class  of  loans  is  selected  for  exemption ;  while,  at  the 
same  time,  all  other  similar  capital  is  taxed.  It  is,  as  we  shall  see, 
far  easier  to  induce  a  man  who  has  got  money  to  lend,  to  change 
his  loan  from  personal  security  or  from  a  chattel  mortgage  into  a 
land  mortgage,  than  it  is  to  induce  a  man  to  sell  his  farm  or  his 
mill  to  become  a  mone^'-lender.  For  this  reason  the  exemption  of 
mortgage  loans  onl}'  is  far  more  potent  to  reduce  their  rate  than 
the  exemption  of  credits  generally'  would  be.  And  there  is  another 
reason.  Inside  the  State  the  power  of  your  subsidy  to  reduce  rates 
on  any  species  of  loan  in  any  degree  is  a  question  of  proportion. 
The  question  is  whether  you  have  got  enough  assets  in  your  class 
of  taxed  capital  within  your  reach  to  draw  from  to  accomplish 
your  purpose.  You  might  have  enough  for  a  small  job.  Thas  we 
might  admit  that  if  3'ou  were  to  declare  that  all  mortgages  on  the 
red  horses  owned  in  Massachusetts  in  1880  should  be  exempt,  you 
would  cheapen  somewhat  the  interest-rate  of  such  mortgages.  Or 
if  3  0U  should  exempt  mortgages  of  Melrose  land  and  tax  mortgage 
loans  made  in  every  othes  town,  rates  in  Melrose  would  go  down 
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perceptibly.  There  would  be  enoi^  taxed  capital  attracted  to  that 
pocket  for  exemption  to  cheapen  the  rate.  The  Melrose  borrower 
would  have  to  pay  the  lender  out  of  the  tax  the  oo-efficient  of 
inertia,— that  is,  the  cost  of  indudng  capital  to  change  its  invest- 
ment, whidi  I  have  desoibed, — and  a  small  profit  besides.  The 
capital  leaving  otiiier  towns  to  go  to  Melrose  would  leave  a  vacancy 
whidi  must  be  filled ;  there  would  be  an  excess  of  demand  there 
over  supply,  which  would  tsSae  the  rate.  This  slight  increase  of 
rate  in  or  in  addition  to  the  co-efl5cient  of  inertia  and  the  profit 
described  would  be  exacted  of  the  Melrose  borrower  and  deducted 
fh)m  the  tax,  and  he  would  profit  by  the  law  to  the  extent  of  the 
tax  less  those  elements.  Now,  because  you  have  limited  your 
bounty  to  land-mortgage  loans,  I  am  free  to  admit  that  3  0ur  influ- 
ence on  the  rate  ought  to  be  very  much  greater  than  if  you  should 
extend  your  exemption  to  aU  credits,  as  you  are  bound  to  do. 
Let  us  remember  this  point. 

11.  Jftiie  law  can  reduce  interest-rates  at  all,  it  will  reduce  them 
much  more  on  mortgage-loans  simply^  as  the  law  now  is,  than  if 
esOended  to  a  general  exemption  of  credits  —  that  is,  the  further  you 
go  in  this  reform  the  less  you  loill  reduce  the  interest-rate,  the  more 
you  will  increase  double  taxation,  and  the  more  your  subsidy  will 
Qjpproximate  to  a  pure  gift  to  the  money-lenders, 

Mark,  however,  tliat  I  have  not  admitted  that  this  law  will  cause 
more  than  an  infinitesimal  decline  in  the  interest-rate  of  land  mort- 
gage loans.  And  the  reason  is  that  you  do  not  command  assets 
enough  to  accomj^lish  your  purpose.  You  have  undertaken  too 
much.  You  should  have  limited  your  exemption  to  loaus  on  red 
horses,  and  in  that  case  you  would  not  probably  have  left  their 
owners  worse  doubly  taxed  than  before.  The  reason  why  the  ex- 
emption of  mortgage  loans  in  Melrose  would  work  a  decline  in  the 
rate  is  obvious.  It  is  because  the  tax  extends  over  INIassachusetts 
and  attracts  a  large  amount  of  capital  foreign  to  Melrose  to  come 
in  and  increase  the  supply.  The  amount  is  great  that  seeks  the 
pocket  compared  with  its  capacity.  But  the  case  is  entirely  dif- 
ferent in  Massachusetts  at  large.  The  law  does  not  tempt  any  for- 
eign supply  because  your  tax  reaches  no  foreign  capital.  There 
are  doubtless  four  hundred  and  fifty  millions  of  mortgages  in  Mass- 
achusetts. There  is  also  a  capacity  to  make  eight  hundred  millions 
more  mortgages,  and  then  a  capacity  to  increase  the  real  estate 
by  building,  and  make  just  as  many  more  mortg£^es  as  you  please, 
on  all  of  which  you  have  got  to  reduce  the  interest-rate  one  and 
one-half  per  cent  below  what  money  is  worth  to  accomplish  your 
purpose. 

Now  the  proposition  is  to  convey  to  the  debtor  through  the 
lender  one  and  one  half  per  cent  of  remitted  tax.  To  do  this  the 
lender  must  lend  to  the  debtor  for  one  and  one-half  per  cent  less 
thhn  money  is  worth,  for  when  a  man  i)ays  what  a  commodity  is 
worth  he  gets  no  advantage  from  the  seller.  Therefore,  to  accom- 
plish its  purpose,  the  law  must  reduce  tlie  general  mortgage-rate  in 
Massachusetts  one  and  one-half  per  cent  below  what  money  is 
worth  in  equivalent  loans,  otherwise  the  lender  will  pocket  it. 
How  is  this  gieat  feat  to  be  accomplished?  They  tell  us  "  that 
profits  tend  to  equaUse  tfaemAelves,  and  nM>ney  will  ftow  from  one , 
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investment  where  profit  is  less,  to  aiK>ther  where  ptoit  is  greater 
till  there  is  an  equilibriam.  Hence,  capital  will  flow  into  mort^ges 
attracted  by  the  exemption  till  it  is  no  longer  profitable  to  diange, 
and  that  is  the  point  where  the  rate  is  one  and  one-half  per  cent 
less  than  the  rate  of  equivalent  taxed  loans/* 

This  is  one  of  those  delightfU  generalisations  with  which  the 
advocates  of  the  law  wilii  a  serene  disr^wd  of  particulars  love  to 
beguile  us.  The  law  is  true  in  its  place.  When  Robert,  the 
waterman,  connects  his  empty  cart  with  the  city  reservoir,  the  laws 
of  gravity  and  fluidity  wfll  fill  it  —  they  are  a  perfect  success. 
But  when  in  a  drought,  with  his  full  cart,  he  sees  the  reservoir 
empty,  and  bethinldng  himself  of  those  beautiful  laws  says,  "  Lo ! 
I  will  gladden  the  thirsty  citizens  by  filling  that  reservoir  from  this 
cart;  *'  his  experience  soon  teaches  him  that  it  is  a  question  of  sup- 
ply and  demand.  The  limitations  of  this  case  are  equally  trouble- 
some. The  inquiries  are :  Ist,  What  capital  will  find  more  profit 
by  going  into  mortgage  loans,  and  have  you  a  right  to  use  it?  2d, 
How  much  attraction  is  required  to  make  it  flow?  3d,  What  is 
the  vacancy  yon  have  to  fill,  and  what  ratio  does  the  capital  you 
can  attract  bear  to  tito  amount  required  to  fiU  it  ? 

Thk  Somr. 

Of  the  four  hundred  and  fifty  millions  of  Massachusetts  mort- 
<rcy<res  the  total  tax  collected  we  may  roughly  estimate  as  covering 
about  a  quarter  at  full  rate,  that  is  at  15.28  tax  about  $1,72G,000 
per  annum,  which  is  all  the  capital  you  have  to  accomplish  your 
great  purpose.  The  quarter  per  cent  reduction  to  savings  banks 
is  general,  and  does  not  tend  to  your  purpose,  as  I  have  shown. 
Instead  of  giving  this  capital  to  the  borrowers  directly,  you  give  it 
to  the  money-lenders,  and  then  watch  to  see  how  much  will  drip 
through  their  hands  because  they  cannot  hold  it. 

Remember,  now,  that  your  law  does  not  add  a  doUar  to  the 
supplv  of  Massachusetts  capital.  You  can  only  reduce  the  mort- 
gage-rate by  attracting  capital  now  in  the  State  bearing  our  tax. 
Ymir  sources  of  supply  are  twofold ;  first,  tangible  property,  in* 
cludinjj  real  estate ;  secondly,  credit  property.  Your  bid  to  fte 
first  will  be  utterly  ineftfectual,  yonr  bid  to  tiie  second  is  entirely 

illegitimate.  i    i  -n 

Tangible  property  is  diiefly  held  for  use.  The  personal  skiU  of 
the  owner  is  connected  with  its  use.  He  cannot  afford  to  change 
his  property  into  notes,  lose  the  value  of  his  skill  as  a  manufac- 
turer or  mechanic,  or  experience  as  a  farmer,  and  live  upon  his 
interest-monov.  Tangible  property  kept  for  use  is  not  attractable. 
Here  is  one  of  the  iniquities  of  the  law.  No  person  is  eligible  to 
receive  its  subsidy  till  he  becomes  a  lender  on  mortgage.  The 
poor  cannot  enter  that  dass-  The  legislature  indeed  says  to  them, 
the  bid  is  open  to  you ;  all  yon  have  to  do  is  to  enter  the  moneyed 
classes.  They  cannot  do  it.  You  might  as  well  subsidize  million- 
aires and  console  the  people  at  large  by  advising  them  all  to  be- 
come Vanderbilte  and  enjoy  the  public  bounty. 

:^t  I  am  told  the  poor  do  become  lenders  in  the  capacity  of 
savings-bank  depositors.   Savings  banks  get  one  half  per  cent  in 
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exemption.  They  invest  about  one  third  of  the  poor  man's  deposit 
in  mortgage-loans:  they  cannot  invest  more  with  safety.  This 
gives  the  depositor  one  sixth  per  cent  advantage  if  the  law  is  all 
steal,  and  the  subsidy  all  goes  to  the  lender,  as  it  probably  does 
just  one  ninth  part  as  much  as  the  rich  private  lender  gains  on 
each  dollar  he  lends.  If  you  count  the  quarter  per  cent  remitted 
on  savings-bank  deposits,  he  gets  one  sixth  as  much.  If  he  works 
for  hire  he  will  find  that  the  burden  on  his  employer  of  paying  the 
tax  necessary  to  make  up  the  rich  man's  subsidy,  will  cost  him 
more  in  reduced  wages  than  he  can  gain  ])y  the  petty  fraction  of 
advantage  he  can  make  out  of  the  public.  Thus,  from  1875  to 
1880  the  cost  of  stock  used  in  manufacturing  in  this  State  in- 
creased 11.52  per  cent  relative  to  selling  price.  Tlie  extra  expeuse 
was  borne  7.17  per  cent  from  the  manufacturer's  profits,  4.35  from 

reduction  of  wages. 

Again,  the  average  interest-rate  for  money  is  somewhat  less  than 
the  net  income  of  farms,  mills,  etc.,  because  there  is  a  class  who 
desire  to  escape  the  burdens  and  risks  of  business  and  who  are 
willing,  for  the  ease  and  advantage,  and  certain  income  of  annni* 
tants,  to  accept  a  lower  scale  of  profits.  The  small  proportion  of 
tangible  property  held  for  investment  simply  pays  higher  profits 
than  the  interest-rate,  because  the  capital  of  the  foreign  lei^r 
does  not  go  into  it.  That  seeks  certainty  of  return,  it  will  not 
take  the  risks  attendant  on  tangible  property,  and  its  owner  can- 
not assume  the  care  of  tangible  property.  Naturally  th^fore, 
the  interest-rate  is  less  than  the  income  of  tangible  pro|>erty. 

There  is  another  great  reason,  and  that  is  because  there  is  ttee 
faade  in  money.  The  capital  of  England  and  Holland  fix  a  rate 
here  as  they  do  all  over  the  world  at  all  times  lower  than  the  nat- 
ural rate.  It  is  no  disproof  that  you  see  men  actually  changing 
their  tangible  into  credit  property,  Hiose  disabled  for  business, 
tiiose  having  more  than  tiliey  can  manage,  and  the  retiring  rich 
man,  will  take  the  certainty  of  income  and  freedom  from  loss  per- 
taining to  credit  property,  though  it  pay  them  only  two  per  cent. 
Now,  your  subsidy  only  operates  on  the  home  sources  of  supply, 
and  will  not  tend  to  reduce  the  actual  rate, here,  but  only  the  rate 
which  would  exist  if  foreign  capital  could  not  compete ;  nay,  not 
even  that ;  it  would  not  much  in  its  operation  on  tangible  proi>erty 
tend  to  reduce  a  rate  high  enough  to  induce  business  men  to  quit 
business  and  go  to  monej-'lending.  A  simple  example  will  illus- 
trate the  effect  of  the  foreign  supply.  Suppose  Bessemer  rails  had 
a  duty  of  $15.00,  sold  here  for  $45.00  as  made  by  our  rolling  mills, 
and  in  England  cheap  enough  so  they  could  be  shipped  here  for 
$30.00,  except  for  duty.  Now,  take  olf  that  duty,  make  the  trade 
in  rails  just  as  free  as  the  trade  in  loanable  capital  has  been.  The 
price  becomes  $30.00.  Suppose  now  you  say,  let  ns  have  rails  for 
$20.00.  We  will  give  SIO.OO  bounty  per  ton  to  our  home  manu- 
facturers,—  would  you  get  rails  below  S30.00?  You  could  not  get 
a  rail  at  $2f).99,  any  more  than  you  con  by  tliis  bounty  to  mort- 
gnge-lenders  get  a  rodiu-tion  of  one-tenth  per  cent  in  their  rates. 
Because  the  price  was  fixed  in  comparison  with  the  profits  of  our 
•  home  industry  at  $45.00,  and  home  capital  is  not  tempted  into  it 
at  $29.99  by  a  bounty  of  $10,00, 
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The  interest-rate  had  in  1881,  from  general  causes,  fallen  two  or 
three  per  cent  below  the  rate  of  seven  years  prior.  I  think  it  needs 
no  argument  to  prove  that  the  cause  of  this  was  not  a  Massachu- 
setts cause,  that  the  income  of  tangible  property  here  had  not  fal- 
len so  much  as  the  interest-rate.  Now  if  the  income  of  tangible 
property  was  by  some  amount  as  much  as  the  tax,  say  one  and 
one-half  per  cent,  above  the  interest  rate,  is  it  not  clear  that  not  a 
dollar's  worth  of  it  could  be  tempted  'to  assume  credit  form  and  be 
lent  a  mill  below  it.  Tangible  property  must  also  get  a  profit  to 
induce  a  change.  Suppose  that  profit  be  one-half  per  cent,  would 
then  any  dollar  of  it  be  tempted  to  assume  the  credit  form  and  be 
lent,  if  its  profits  were  one  per  cent  above  the  current  interest 
rates,  at  a  mill  below  the  rates  then  prevailing?  Take  your  own 
case  to-da}^  gentlemen,  how  many  of  you  who  own  farms  or  mills, 
or  even  houses  which  you  rent  at  eight  or  ten  per  cent,  are  tempted 
to  change  them  into  credit  capital  and  lend  it  at  five  per  cent  on 
mortgage  or  two  and  seven-eighths  per  cent  to  Boston,  though  you 
may  escape  3'our  taxes? 

You  will  assent  at  once  to  the  proposition  that  the  bounty  offered 
by  the  Legislature  of  1881  would  tempt  few  if  any  of  the  holders 
of  tangible  property  in  Massachusetts.  If  a  man  were  just  be- 
coming disabled  or  was  rich  enough  to  be  almost  ready  to  retire 
and  enter  the  class  holding  credit  property,  his  determination  to 
sell  might  be  slightly  accelerated.  But  the  amount  to  be  gained 
to  add  to  the  supply  of  mortgage  capital,  and  thereby  reduce  the 
rate  by  competition  would  be  too  slight  to  count.  For  these  reas- 
ons vanishes  fifteen  hundred  millions  from  the  lists  of  the  taxed 
capital  of  Massachusetts  within  the  attraction  of  tiie  bonus.  It 
cannot  be  reached. 

Turning  now  to  credit  property^  I  should  expect  some  slight 
results  irom  its  influence.  I  can  hardly  see  why  money  can  be 
lent  to  Boston,  subject  to  tax,  fully  two  per  cent  less  than  money 
lent  on  mortgage,  whether  taxed  or  not.  Fimnerly  the^  difference 
was  far  less,  though  mcntgage-loans  were  taxed.  For  it  is  property 
of  similar  kind  easily  passing  from  one  investment  to  anotiier.  It 
the  law  has  caused  any  reduction  whatever  it  has  come  from  the 
attraction  of  other  credit  capital.  In  all  classes  of  credit  prop- 
erty, however,  there  is  a  special  necessity  for  its  investment  where 
it  is, — its  holders  will  counterbid  to  prevent  change.  Much  of  it 
is  of  such  a  nature  that  it  is  liable  to  be  called  for,  and  cannot  be 
put  in  mortgages  whence  it  cannot  be  quickly  collected.  Thus 
savings  banks  cannot  safely  invest  beyond  a  certain  percentage  of 
their  money  in  mortgages  on  penalty  of  failure,  as  in  1878,  when 
they  were  compelled  to  call  on  the  Legislature  to  save  them  from 
their  engagements,  and  many  failed.  Here  are  one  hundred  and 
sixty  millions  that  cannot  be  reached.  The  same  is  true  of  manj'* 
trust  funds.  Banking  capital  is  the  basis  of  a  business  as  dis- 
tinctive from  ordinary  investment  for  interest  income  as  it  is  from 
manufacturing,  and  the  same  reasons  will  prevent  the  bonus  from 
affecting  it  which  prevent  it  from  temi)ting  tangible  property. 
1  have  stated  what  I  considered  the  limitations  on  the  attractions 
offered  to  credit  capital  of  various  kinds  in  the  pamphlet  given  you 
at  the  opening.   A  little  may  be  attracted,  but  not  enough  to  meet 
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the  demand  which  a  slight  reduction  of  mortgage  interest-rate  by 
the  law  would  create,  not  enough  by  half  to  compensate  the 
doubly-taxed  debtor  for  the  $1.06  tax  per  thousand  which  he  has  to 
pay  towards  this  subsidy.  It  is  no  justification  for  the  law  if  a 
few  dollars  can  be  tempted  from  one  class  of  credit  property  mto 
another  when  the  class  from  which  it  is  drawn  is  as  much  entitted 
to  exemption  as  the  other.  If  this  law  has  caused  any  reduction 
whatever  in  the  mortgage  interest-rate,  of  which  I  am  in  doubt, 
it  has  caused  it  by  dishonestly  stealing  the  loans  made  to  the  poor 
on  chattel  property  —  the  loans  made  on  stocks  of  goods — and 
other  loans,  which  are  a  charge  on  doubl3'-taxed  property  just  as 
much  as  mortgage  loans.  It  is  only  efficacious  in  robbing  Peter 
to  pay  Paul. 

The  Demand. 

Let  us  now  consider  the  first  tremendous  obstacle.    When  you 
reduce  the  rate  yon  increase  the  demand.   Robert  must  not  only 
fill  the  reservoir  with  his  Uttle  pipe  but  the  reservoir  leaks.  The 
demand  at  five  and  one  half,  the  present  average  rate,  indicates  that 
four  hundred  and  fifty  millions  can  profitably  be  employed  on 
mortgi^e  to-day.    There  is  room  for  eight  hundred  millions  more 
without  any  more  buildings.    We  hiave  seen  that  the  law  can  only 
work  by  reducing  the  rate  on  taxed  loans  one  and  one  half  per 
cent  below  what  money  is  worth  under  taxed  conditions.  How 
much  sugar  can  you  sell  at  a  cent  a  pound  less  than  it  is  worth? 
When  you  put  this  five  and  one  half  per  cent  rate  down  to  four, 
how  many  new  mortgages  will  you  have  to  provide  capital  for?  If 
a  farmer  can  now  borrow  at  five  and  one  half  and  make  a  tobacco 
crop,  how  manj*  more  can  do  it  when  they  can  borrow  at  four? 
If  a  man  can  borrow  at  five  and  one  half  and  spin  cotton,  how 
many  more  mills  will  be  built  when  you  have  reduced  the  rate  to 
four?    How  much  new  real  estate  created  to  bear  mortgages? 
You  must  remember  the  price  of  tobacco  and  cotton  cloth  are  in  no 
wise  lessened  by  this  local  rate  reduction.    The  general  decline 
extends  over  the  whole  world.    When  the  sun  lowers  Superior  there 
is  no  controversy,  —  when  yon  force  down  a  square  mile  there  is  a 
struggle.    One  per  cent  off  helps  the  Kentuckian  to  raise  and  sell 
his  crop  of  tobacco  cheaper  also,  and  the  Massachusetts  raiser  can- 
not underl)id  him.    But  this  reduction  you  propose  means  that  the 
Massachusetts  raiser  shall  have  one  and  one  half  per  cent  off  his 
interest-rate,  while  tlie  Kentuckian  does  not,  —  that  the  Lowell 
spinner  shall  have  one  and  one  half  off,  which  no  other  American 
competitor  can  get.    It  means  that  every  man  in  Massachusetts 
who  holds  a  $20,000  house  shall  be  able  to  borrow  money  on  it 
and  make  S300  a  year  lending  it  on  Vermont  or  New  Hampshire 
mortgages,  or  in  any  equivalent  loans.    Though  the  land  cannot 
leave  as  the  boots  dicl,  yet  its  proceeds  can,  and  that  brings  a  Kke 
effect.    You  have  no  conception  how  much  capital  you  will  need 
to  establish  this  discriminating  advantage.    The  plethora  of  loan- 
able capital  crowds  it  into  business.    Manu&ctures  are  begun,  new 
buildings  erected  here  and  elsewhere.   Your  manufacturers  will 
tell  vou  this  sharp  competition  brings  low  margins.  Now  give  th^ 
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aU  a  clean  one  and  one  half  per  cent  advantage  over  other  States 
bT  enabling  them  to  borrow  money  on  mortgage  one  and  one  halt 
tir  cent  less  than  it  is  worth,  and  yon  shall  liave  a  demand  for 
hundreds  of  millions  — not  one  of  which  you  can  get  except  by 
"attracting"  it  out  of  the  present  taxed  capital  ot  Massachusetts. 
Your  law  creates  no  capital,  brings  none  from  abroad.  When  you 
can  by  your  fiat  confer  these  advantages  on  Massachusetts  by  let- 
ting somebody  off  from  taxes,  you  shall  Uft  yourself  by  your  boot- 
straps over  Tark-street  steeple. 

And  now  von  strike  a  second  difficulty.    W  e  have  seen  that  you 
could  not  reduce  the  rate,  excei^t  by  furnishing  an  additional  supi»ly 
of  loanable  capital.    Lift  the  tax  from  all  tlie  present  lenders  of 
money  on  mortgage,  and  you  will  not  reduce  the  rate  a  mill.  Xou 
must 'find  others  to  lend  on  morigage  at  a  cheaper  rate,  \y  i'O^ 
attracted  supi)ly.    Of  the  four  hundred  and  hfty  milhons  lent  Ott 
morto-a<re,  a  vast  sum  escaped  through  tax-dodging,  owii^  to  the 
inefflcie'icv  of  vour  laws.    No  one  can  tell  how  mudi.    Yon  have 
heard  the'lestimony  of  the  assessors,  to  the  point  that  savings-banlc 
deposits  were  no  more  ditlicult  to  reach  than  mortgage  oans.  In 
18G1,  when  they  were  assessed,  four-fifths  escaped,  all  dodging 
except  a  few  entitled  to  exemption.    A  like  P'^PO^I?"  «^ 
mortcrages  would  be  two  hundred  millions.    I  have  little  doubt  an 
efficient  law  like  that  of  Vermont  would  bring  out  for  taxation  one 
hundred  millions  of  mortgage  loans  more  than  you  taxed  m  1881. 
Now  this  capital  is  not  limited,  in  its  dodging  capacity,  to  mortgage 
loans.    It  can  dodge  all  the  easier,  if  invested  in  Awhison  or  lent 
on  mortgages  in  Vermont.   You  wUl  no  sooner  begin  to  reduce 
your  mortgage  rate  below  the  worth  of  money  m  equivalent  loans, 
than  you  will  begin  to  drive  capital  out  of  mortgages,  -  and  you 
will  have  to  pump  in  with  your  bonus  enough  to  make  up  what  will 
go  out,-probably  the  fuU  hundred  millions,  before  you  can  get  the 
Fate  the  h&f  way  down  necessary  to  leave  the  borrower  as  well  of¥ 
as  he  was  before.   Here  is  another  case.   A,  who  is  a  merchant 
has  sold  B,  a  woollen  manufacturer,  ten  thousand  dollars  worth  of 
wool.   B  has  given  Mm  a  mortgage  on  his  mill  to  secure  him.  A 
naid  no  taxes  on  his  mortgage  loan  under  our  offset  laws,  because 
C  owed  ten  thousand  dollars  for  his  stock  to  Western  wuol-raisers. 
B  is  doubly  taxed  as  much  as  anybody  else,  and  when  you  cheapen 
mortgage  rates  to  a  point  below  what  money  is  worth  in  equiva  ent 
loans,  YOU  reduce  A's  income  that  much.    You  drive  him  out  of 
mort^ies.    He  will  find  it  better  to  pay  up  his  Western  credi  ors. 
In  llrmanneryou  wUl  drive  out  nearly  all  mortgage  capital  ex- 
empt by  oflEfeets:   Another  man  is  doomed.    'I  lie  assessors  w. 
sometimes  reduce  his  dooming,  on  the  plea  that  his  estate  is  pa  t 
in  mortgages.    But  inasmuch  as  the  doomed  man  makes  no  report, 
and  pays  the  same  taxes  at  all  events,  .ot  much  will  remain  in 
mortora^es  when  you  beain  to  reduce  the  interest-rate  he  can  real- 
ize below  the  rat^  which  he  could  realize  by  investing  his  money  m 

equivalent  loans, -say,  in  Vermont  }^^^'^f''-^^'''?/Z^ 
drive  out  his  capital.  Then  there  ,s  another  class  the  foreign 
lenders,  they  get  nothing  of  your  bonus,  you  remember  how  that 
money-Uker  told  yon  of  the  indignation  of  their  agents  because  of 
voor  scdJeme  to  reduce  the  interest-rate,  -  he  would  not  have  told 
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you  about  them  of  course,  if  there  were  no  such  persons  heee. 

How  long  will  their  money  stay  in  mortgages  when  you  reduce 
their  rate  below  the  rates  of  Vermont  and  New  Hampshire?  They 
can  cross  the  line  in  a  few  hours.  What  dollar  is  there  in  short  of 
that  mass  of  more  than  three  hundred  millions  of  capital  which  was 
in  mortgages,  and  was  not  taxed  in  1881,  that  will  stay  with  3*ou 
in  that  security  after  you  reduce  the  rates  of  monej-  lent  on  mort- 
gage one  and  one  half  per  cent  below  what  it  is  worth  in  equivalent 
loans  ?  Wait  till  yon  have  satisfied  the  holders  of  tliis  three  hundred 
millions  —  checked  with  your  supi)ly  the  momentum  of  the  stimu- 
lated demand,  which  bears  against  induction  with  the  force  of  hun- 
dreds of  millions  more,  before  you  Ijegin  to  think  of  reducing  the 
rate  with  the  little  bonus  of  1881.  Arbitrary  govi'rnments.  having 
the  power  of  life  and  death,  have  failed  to  "reduce  the  price  of 
bread,  —  you  will  not  succeed  better  with  the  price  of  money. 
^  And  now,  if  the  rates  are  not  reduced,  the  gift  of  the  State 
simply  goes  to  the  money-lender.  As  a  plan  to  accomi)Iish  that, 
the  law  is  intelligible.  As  a  scheme  to  relieve  the  debtor  by  bear- 
ing the  loan-market,  the  law  is  ridiculous. 

Equalization  of  Pkowts. 

There  are  various  limitations  under  which  the  doctrine  of  the 
equalization  of  profits  must  operate.  That  certain  classes  of  prop- 
erty have  a  higher  rate  of  profit  th»i  others  is  indisputable.  For 
example:  com  in  Massachusetts  in  1845  stood  at  seventy  cents 
per  bushel,  and  batter  at  fifteen  cents  per  pound.  The  prices  had 
equalized  themsdves  by  adjustment  in  the  same  community,  with 
the  same  producers,  for  generations.  In  1880,  owing  to  Western 
competition,  com  had  fallen  to  sixty  cents,  when  batter  had  risen 
to  twenty-five  or  thirty.  Still  the  formers  raise  corn.  Some  of 
the  limitations  to  the  application  of  tiie  rule  to  Uiis  case  seem 
to  be  :  — 

(a)  When  operative,  it  only  operates  to  the  extent  permissible 
under  the  laws  of  supply-  and  demand. 

(6)  It  only  operates  when  there  is  perfect  freedom  of  change 
from  the  class  discriminated  against  to  the  favored  class.  Subsi- 
dize the  red-haired  men  on  their  productions,  and  the  consumer 
shall  get  no  benefit,  for  the  class  is  restricted  :  it  will  always  stay 
in  the  pockets  of  those  who  get  it.  It  is  hardly  more  possible  for 
the  black-haired  men  to  change  color  and  compete  than  for  com- 
munity generally  lo  become  money-lenders,  and  compete  in  lending 
on  mortgage.    The  bounty  stays  with  the  moneyed  classes. 

{(•)  If  the  income  of  any  business,  money-lending  for  example, 
is  depressed,  exemption  given  to  it  tempts  nobody  into  it  until  the 
bounty  raises  the  i)rotit  enough  to  exceed  the  profit  of  other 
business.  Not  till  tiie  reeipients  therefore  absorb  enough  of  the 
bounty  to  do  that  is  there  any  competition  to  reduce  prices.  The 
margin  is  always  pocketed.  With  a  given  demand,  and  the  usual 
supply,  the  natural  price  <.f  a  commodity  is  fixed  by  a  gradual 
adjustment  of  the  profits  of  all  persons  capable  of  entering  the 
class  producing  it.  Credit  property  kept  for  interest  havhig  a 
lower  income  than  tangible,  a  bounty  equal  to  the  difference  at- 
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tracts  no  competition  except  from  the  limited  class  whose  condition 
induces  a  change,  — a  class  not  much  increased  by  bids  of  moderate 
profit.    The  competing  point  is  between  the  interest-rate,  and  the 
income  of  tangible  property,  near  the  latter.    A  bounty  equal  to 
this  margin  will  be  entirely  pocketed  by  th(;  lenders.    If.  now.  a 
foreign  supply  has  Cxed  a  yet  lower  rate,  a  subsidy  equal  to  the 
entire  margin  between  it  and  the  competing  point  wdl  be  pocketed 
by  the  lenders.    Hence  the  exemption  of  credits,  if  amounting  to 
enouoh,  operates  as  a  perpetual  insurance,  i^ayable  from  the  pubhc 
purse  to  the  moneyed  classes  against  losses  by  cheap  interest  and 
forei<^n  competition.    No  depression  or  fluctuation  can  affect  thcw 
profits,  as  in  case  of  otlier  commodities.    When  a  deehne  would 
stimulate  a  demand,  a  further  advantage  results  to  them,  if  the 
subsidy  is  not  already  completely  absorbed.    There  was  a  caU  tor 
precisely  this  insurance  in  1881  by  the  moneyed  classy.   The  rate 
is  always  lower  here  because  of  foreign  supply.    London  fixes  the 
rate  in  "Boston  and  Peru  alike.    At  the  passage  of  this  law,  cr^lt 
property  was  especially  depressed.    Thus  the  interest  realizable 
from  Kew-York  Central  sixes,  which  was  in  1874  seven  per 
cent,  had  declined  to  about  four.    The  doubly-taxed  boiTOwer,  for 
once,  was  in  luck  ;  for  he  saved  enough  from  the  reducstion  ot  his 
interest-rate  to  pay  all  his  taxes,  and  leave  half  per  cent  in  his 
pocket  besides.    Then  it  was  that  his  misery  began  to  be  appre- 
ciated.   Then  it  was  that  the  capitalist  came  to  the  Green  Boom 
and  sang  the  doloroao  for  the  donbly-taxed  boiTOwer  with  such 
tender  effect,  that  the  General  Court  snbsidized,  not  the  sufferer, 

but  the  singer.  .        .    :,    -n  i  • 

Another  illastration  nnder  the  principle  I  have  cited  will  be  in- 
structive. Suppose,  as  I  have  stated,  the  price  of  corn  in  Massa- 
chusetts to  be  seventy  cents  in  1845.    Suppose  that  a  reduction  in 

freic^htaae  via  the  Erie  Canal  of  ten  or  twelve  cents  had  reduced 
this^prioe  to  sixty.    That  the  General  Court  in  1846,  enjoying 
Cheap  corn,  and  seeing  com  still  raised  in  Massachusetts,  had 
concluded  to  reduce  the  price  to  fifty  by  a  subsidy  of  ten  cents  a 
bushel,  for  every  bushel  raised  on  Massachusetts  soil  and  con- 
sumed here,  to  be  deducted  from  the  farmers'  taxes.    Any  one 
can  see  that  the  Western  supply  would  not  help  a  particle  to  reduce 
the  rate  below  sixty.  The  subsidy  can  only  tempt  home  producers. 
Now,  if  it  had  been  offered  the  year  before,  in  184o,  it  could  at 
most  only  have  reduced  the  price  to  sixty.    How,  operating  on 
the  same  producers,  the  same  soil,  and  the  same  conditions,  could 
it  reduce  the  rate  below  sixty  in  1846.    It  would  not.    Eyery  mill 
of  the  subsidy  would  stay  in  the  pockets  of  the  producers,  and 
they  would  consider  themselves  lucky  that  their  losses,  through 
W^tern  competition,  had  been  made  good  to  them  through  the 
Boble  generosity  of  the  General  Court.    If  now  an  actual  lurther 
decline  in  freightage  charges  of  five  cents  a  bushel  had  occurred 
after  the  passage  of  the  subsidy  act.  reducing  the  price  still  further 
to  fifty-five,  and  a  chorus  of  farmers  in  your  committee-room, 
backed  by  the  agricultural  press  of  the  State,  were  pointing  to 
that  five  cents  decline  as  a  great  boon  to  the  poor,  secured  by 
Massachusetts  statesmanship,  the  parallel  with  our  present  condi- 
tion would  be  nearly  complete.    1  notice  on  the  Boston  tax-booKS 
two  entries  — ■  a  joint  tax : 
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1881  .      .   Fenonal  property,  $1,182,900;   tax,  tl6,442  00 

1882  .       .         «  *»  56,200;     «         838  58 

Now,  I  doubt  not  these  gentlemen  reduced  their  interest  charges 
to  the  full  amount  of  the  average  decline  in  the  interest-rate,  which 
was  one  quarter  per  cent  —  that  is  what  business  principles  would 
require.  I  hear  of  them  as  men  of  sterling  integrity,  aud  the  tax- 
book  shows  their  honor.  They  would  still  have  $12,000  net  profit 
in  their  pockets  if  every  milf  of  the  decline  came  from  the  law. 
As  no  part  capable  of  count  was  due  to  that  cause  their  profits 
were  $15,600  per  annum.  Verily  the  rich  ought  to  join  with 
unction  in  the  prayer  for  long  life  to  all  those  in  authority. 

(d)  A  bounty  given  to  reduce  the  price  of  a  commodity  by 
tempting  competition  will  generally  be  pocketed  without  result 
when  three-fourths  of  the  producers'^  have  at  all  times  enjoyed  the 
bounty  indirectly,  and  the  law  only  extends  it  to  the  remainder. 
Three-fourths  of  the  lenders  have  enjoyed  exemption  by  tax-dodg- 
ing and  otherwise.  I  notice  a  tendency  to  claim  that,  because  the 
remaining  fourth  were  honest  and  paid  their  taxes,  they  ought  to 
be  exempted  also.  We  have  seen  that  their  tax  was  just.  When 
we  carefully  consider  the  matter,  I  think  we  shall  conclude  that 
honesty  is  no  good  reason  for  abating  a  man's  tax. 

(«)  A  fhrther  sequence  from  the  first  proix)sition  (a)  is  that  a 
subsidy  given  to  reduce  the  price  of  a  commodity  by  tempting  com- 
petition will  always  be  pocketed  without  result,  when  the  persons 
it  can  reach  and  move  to  become  producers  of  it  are  few  in  number 
compared  with  the  number  necessary  to  supply  the  greatly  in- 
creased demand  caused  by  the  reduced  price.  In  theory,  then,  it 
seems  clear 

12.  That  if  any  reduction  whatever  haa  been  eattxd  in  the  inter- 
est-rate by  the  law,  it  has  been  caused  by  bribing  lenders  to  one  dass 
of  doubty-taxed  bornmrs  to  withdram  tbeir  toons  and  give  them  to 

another. 

1 3 .  Tluit  if  any  reduction  whatever  has  been  caused  by  tike  law, 
it  has  been  and  mttst  continue  to  be  exceeding^  slight^  movigh  to 
equal  the  extra  tax  on  the  borrower  to  make  up  the  subsidy.  2%ai 
it  has,  therefore,  created  more  double  taxation  than  it  has  compen- 
sated. That  the  net  resu/t,  tlterefore,  has  been  to  fasten  on  the 
shoulders  of  the  tax-payers,  a  privileged  dass,  who,  though  best  oftfe 
of  any  in  community  to  pay  taxes^  are  hereafter  to  befurrUshedfree 
roads,  schools,  public  institutions^  and  govemmetOal  protetSion  at 
Uie  expense  of  tiie  publie. 

Thb  Actuai.  Decuke. 
If  such  be  theory,  what  is  experience  ? 

You  have  had  the  testimony  of  a  few  brokers  and  money-lenders' 
agents.  This  is  the  substance  of  their  story,  is  it  not?  "  We  say 
that  the  law  has  reduced  the  rates  for  money."  Why  do  you  think 
so?  "  Because  we  made  loans  for  less  directly  afterward."  Had 
not  rates  declined  for  a  series  of  years  before  the  law  passed? 
"  Yes."  Have  not  rates  on  other  securities  declined  since  the  law? 
"  Yes."  Then  why  do  yon  think  the  later  decline  was  due  to  the 
law  ?  "  That  is  oar  omnioa."  What  b^ter  i«aaoa  did  they  friva 
for  their  faith? 


22 


To  the  opinion  of  this  baker's  dozen  I  oppose  the  records. 
They  contain  an  abstract  of  the  unbiased  testimony  of  ten  thou- 
sand men  certified  by  the  seal  of  their  actual  performance.  Year 
by  year  the  tax  commissioner  receives  abstracts  from  the  dilferent 
registers  including  the  data  of  all  mortgages  recorded  during  the 
first  five  months  of  the  j'ear.  They  represent  new  transactions,  of 
course,  and  their  average  interest-rate  is  the  mortgage  interest-rate 
of  Massachusetts  for  that  period.  I  give  you  from  him  the  aver- 
ages of  all  mortgages  where  the  interest-rate  can  be  ascertained 
fxom  the  deed,  combined  with  the  tables  for  former  years. 


00«OCOC0COCOOi00COi^(M»O»-lt->O 

ooooddoooooocSoo 
ooooooooooooooo 


03 

'4, 

< 

■-5 

BO  M 

s  g 

o 


e 

a 

o 

6 


OiCO(NCOQOCQ0505COiOOOOOiOt>- 
OOOOOOOOOOOOOOO 


CMt^^COT'lCDi-HOCOOOICOCOOOCO 
fl-t  F-«  CM  05  ^^'^^'^'^^'^'^ 

o  ^    CO  tjh"  of  05  ocT  irT    c^r    d  (>r  »o 

OOCDiCrt^CMI'-OSCO^OCDCOiOaOt* 
rH        CO  O        f-H  CO  !>•  i-(  CO        ^  I— «  t>» 


d 
o 


o 

CD 

o 


CO 
1— < 

CO 


tn 
M 
O 

H 

O 

1^ 


CO 


o 


C 

s 
o 

a 


TtiiCOiOOiCOi-HOC0050^CDb-0  Ol 
t--CD*^»OOS*— 'OOCOCO'rfOCOCOt^OS  CO 

oooooooooo ooooo  o 


»O-^Cpfc»«iO00COCOCJC0'MiO»Ort* 
lOOICO^OtCCOCOCOOOiOt^OC-rMrt^ 
lOcOCMOf— iCOiO-^OCOtMCOO^t^O 

o  cD^d"'-^'^-^co  co~cd  cf  00  CO ^ 

1-H  CO  Tti  (M  O  O  (M  O  (M  fM  (M  1-H 
d       O  CO  CO  (M  CM  CO  »— lO  CO       1-*  Ol 

^      t*»-4  ^  ,H 


CO 
CO 

CO 

co" 


M 

o 

H 
M 

O 


P 
O 


m  00 


a 


OC0(M(NrHO^0S-^C0»000O<MC0 
<M^05COC005'^0'^i-Hf-<(MCO^i-t 


CD 
O 


lOCDCDiOCOCDCOCDCDCDCOCD^ 
OOOOOOOOOOOOO 


CO 


O  00  t*CI'*000«0*^iO 


Ci'^-^-^COOlOCOeOiCCOi-HO&iO'^ 


CD 

o 


<N 

Ob 

cad" 
CO 


fcJO 


o 


I 

|=i|||.l|iL|| 


CO 

s 

TP 


23 


That  is  to  say,  the  decline  in  the  interest-rate  charged  on  mort- 
gage-loans in  three  years,  the  last  two  of  which  were  under  the 
law,  was  xVoV  P^^'  cent,  a  Uttle  over  one  lialf  per  cent.  The  decline 
from  1882  to  1883  was  xoo"t^^  about  -^rj  of  one  per  cent.  Notice 
that  in  Barnstable,  Cambridge,  Lowell,  New  Bedford,  Northamp- 
ton, and  Plymouth,  the  rate  actually  increased  in  1882  under  the 
influence  of  this  potent  reform.  This  table  omits  Great  Barring- 
ton,  the  returns  being  not  yet  in.  That  reduces  the  rate  of  1882 
from  05.634  to  05.632,  but  makes  no  change  in  1880.  Unfortu- 
nately the  rates  were  not  taken  for  1881,  so  we  have  in  the  figures 
the  decline  of  one  year  before  the  law  passed.  I  shall  give  you  my 
reasons  later  for  thinking  that  three  fourths  of  the  decline  between 
1880  and  1882,  was  in  the  year  prior  to  the  passage  of  the  law; 
but  if  we  allow  half  of  the  decline  to  the  last  year,  we  have  as  the 
total  decline  in  mortgage  interest-rates  since  the  act  was  passed 
^(jVct  1  P^^'  ^^"^  ^  ^'^^^  between  a  quarter  and  a  third  of  1  per 
cent.  The  decline  in  Boston  is  a  little  more,  — about  f  per  cent. 
Hence,  vou  observed  that  the  decline  in  the  advertised  rates  of 
these  brokers  since  before  the  law,  was  from  J  to  If  they  let 
money  for  less  than  they  advertise,  they  are  not  each  brpkers  as 
you  and  I  know.  Think  of  Jordan,  Marsh,  &  Co.  publishing 
prices  higher  than  they  intend  to  chaise. 

Now,  then,  the  decline  in  Massachusetts  mortgage-rates  sinoe 
1880  is  ^Voo  P®*'  <5ent.  How  much  of  this  is  due  to  the  general 
decline  of  the  interest-rate  on  all  securities,  which  is,  of  course, 
entirely  independent  of  the  law,  and  would  have  occurred  under 
the  old  system?  In  fact  the  rate  did  fall  under  the  old  law  more 
rapidly  than  under  the  new.  Remember  that  the  rate  of  interest, 
though  affected  by  the  time  of  tiie  loan  and  other  causes  some- 
what, is  chiefly  made  up  of  two  elements ;  namely,  the  risk,  rad 
the  absolute  value  of  the  use  of  money.  Thus,  the  risk  raises  tiie 
rate  on  loans  without  security  often  5  per  cent  above  the  secured 
rate.  The  element  of  risk  in  mortgi^es,  and  other  good  securities, 
has  not  changed  since  1880 ;  the  decline  is  in  the  absolute  value  of 
the  use  of  money, — a  common  factor  in  all  securities,  and  when 
it  occurs  in  securities  generally  must  occur  in  mortgages.  I  give 
you  a  table  showing  the  decline,  durii^  the  period  we  are  consiaer- 
ing,  in  the  rates  realizable  from  money  invested  in  certain  solid 
securities  which  are  chosen  because  they  are  sound,  and  because, 
therefore,  the  chaise  due  to  variation  of  risk  is  at  its  minimum. 
The  rates  taken  are  the  average  of  the  highest  and  lowest  official 
market  quotations  during  each  of  the  first  five  months  of  the  year 
quoted  in  the  case  of  the  first  three  securities  of  the  table,  and  tiie 
quotations  of  State  bonds  are  from  the  average  prices  during  the 
same  period,  given  at  my  request  by  the  Slate  teeasurer,  whose 
duties  inform  him  exactiy. 
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IXXXEBST  BiLTSB. 

1883. 

DecUlM. 

vm. 
* 

New  York  Central  6's  of  1887 
Boston  and  Albany  7's  of  1892  . 
United  States  4's  after  1907.. 
^Massachusetts  5'8  of  1804  . 
Maine  S's  of  1889 
New  Hampshire  6's      .  ■ 
MaagftehnBwtta  mortgages 

.04.620 
.04.600 
.03.630 
.03.940 
.04.190 
.04.460 
.06.122 

.03  750 
.03  790 
.02.870 
.08.815 
.03.440 
.03  830 
.05.632 

.03  920 
04  000 
.02.870 
.03  250 

.03.150' 

.03.500 

.05.605 

.00.700 
.00.600 
.00.760 

.00.690 

.00  840 
.00  960 
.00517 

Mortgages  dedine  less  than  any  oth^  security ! 
Of  the  rate  itself  nuvtg^es  declined  8  per  cent,  governments 
20,  Boston  and  Albany  bonds  13  per  cent.  I  quote  the  raUroad 
bonds  because  they  were  in  the  tables  a  year  ago,  but  it  will  be 
noticed  that  they  have  gone  up  a  little.  The  time  is  so  short  the}' 
are  not  sought  as  a  security.  Mark  how  slight  was  the  decline  of 
this  list  during  the  last  year  compared  with  the  two  preceding. 
And  ttie  same  was  true  of  mortgages,  indicating  that  they  fall  in 
»jict  sympathy  with  general  rates,  under  causes  as  independent  of 
the  law  as  the  tides  are.  How  is  it  possible  that  the  law  had  an^' 
tiifa^  to  do  with  this  reduction  of  the  mortgage  rate? 

Let  me  now  present  to  you  another  table,  showing  not  the  figures 
of  some  petty  loan  in  West  Newton,  but  the  progressive  decline  in 
the  rates  on  from  $150,000,000  to  $175,000,000.  It  is  based,  like 
the  former,  not  upon  the  notions  of  persons  whose  anxiety  to  main- 
tain this  law  clouds  their  discretion,  but  on  official  reports,  on  the 
actual  transactions  of  the  savings  banks,  as  taken  from  the  sworn 
returns  of  their  officers  in  the  pubUshed  report.  I  have  calculated, 
I  trust  with  no  error,  the  average  interest-rate  reported  as  received 
on  savings-bank  loans.  In  these  totals  some  loans,  of  course, 
hold  over  from  year  to  year  at  the  old  rates,  waiting  maturity. 
This  represents,  however,  a  constant  factor,  about  the  sanie  each 
year.  The  general  average  of  decline  is  sliown,  and  that  is  what 
is  important  for  our  purpose.  The  first  column  indicates  the 
amount  of  loans  on  which  the  rate  is  made  up ;  the  second,  the 
amount  of  mortgages  in  that  amount ;  the  tliird,  the  average^rate  ; 
the  fourth,  the  progressive  decline.  _ 


Tub. 

Total  AaMunt. 

Mortgage  Amount 

Kate. 

Decline. 

1876  . 

$172,009,000 

$121,151,000 

.06  819 

1877  . 

166,982,000 

116,241,000 

.06.461 

.00  358 

1878  . 

136,469,000 

96,505,000 

.06  249 

.00.212 

1879  . 

127,696,000 

86,181,000 

.05.995 

.00.254 

1880  . 

131,840,000 

82,432,000 

.05  681 

00  314 

1881  . 

147,975,000 

82,518,000 

.05  349 

.00  332 

1882  . 

162,510,000 

86,129,000 

.05.240 

.00.109 

1883  . 

176,317,000 

92,360,000 

.05.207 

.00  038 

In  ttM  OMmaction  care  must  be  taken  to  distinguish  the  years 
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of  this  table,  which  end  Oct.  31 ,  from  tliose  of  the  other,  which 
have  an  average  date  of  March  15.  The  tax  waa  not  removed 
ft-om  savings  banks  till  May,  1882,  one  year  later  than  from 
the  more  influential  private  lenders.  That  is  another  trace  -of 
the  sweet  singei-s  of  the  double-taxation  Iliad.  The  rate  stated 
for  1881,  therefore,  covered  only  six  months  after  the  passage 
of  the  law  (Mav  3),  which  was  to  take  effect  on  the  savii^ 
banks  the  next' year,  they  paying  taxes  six  months  into  the 
year  after  this  average  was  tiAen.  Gentlemen  will  remember 
that  the  savings  banks  did  not  exact  the  covenants  to  keep  them 
free  from  taxes  till  March  and  April,  1882.  The  eflfect  of  the 
law  then  substantially  all  appears  in  the  decline  set  agamst  1882, 
namely,  00.10ft  per  cent.  The  whole  reduction  of  the  savings 
banks  in  their  interest  charges  made  in  the  two  years  together, 
beginning  six  months  before  their  taxes  were  removed  and  ending 
a  year  and  a  half  afterwards,  is  only  one  seventh  of  one  ijer  cent. 
This  is  just  h^f  the  average  annual  reduction  of  the  five  single 
years  preceding.  That  is  to  day,  when  these  institutions  fairly  got 
under  the  potent  inflaenoe  of  this  great  reform,  which  was  to  drive 
down  their  intawst-rates  and  provide  a  solace  for  the  doubly-taxed 
borrower,  they  redaeed  those  rates  just  one-quarter  as  fast  as  they 

did  before.  ,,,,,,      ^  ^x. 

From  the  averages  of  this  table,  I  concluded  that  three-fourths 

of  the  decline  noted  in  the  former  table  from  1880-1882,  was  prob- 
ably in  the  first  year,  or  before  the  law  passed.  Observe  how 
closely  the  decline  of  1883  marked  in  the  registry  table,  00.0-27, 
tallies  with  the  decline,  00.033,  in  this  table  a  stationary  condition 
of  the  rate  indicated  also  in  the  table  of  bonds. 

It  is  said  that  the  gilt-edged  men  who  make  large  loans,  were 
able  to  get,  through  the  law,  a  greater  discount  from  the  average 
rate  than  the  average  represented  by  the  general  mortgage-table. 
Large  transactions  command  lower  rates,  but  not  from  the  law. 
Here  you  strike  in  the  savings  banks,  the  class  of  safe  loans,  and 
find  precisely  the  same  laws  prevailing.    It  is  a  dream,  gentlemen. 

We  have 'seen  the  mortgage-rates  decline  year  by  year  till  this 
law  passed.    We  have  seen'^the  decline  of  interest  on  all  otlier 
loans  side  by  side  with  mortgages  since  the  law  passed.    We  have 
seen  that  those  years  which  the  law  could  influence  show  no  un- 
usual decrease.    Now  who  from  that  decline,  which  was  slight  at 
most,  itnd  which  arose  almost  entirely  from  causes  universally 
operative,  shall  detect  the  infinitesimal  reduction  this  law  has 
efl"ected  ?    What  alembic  shall  distil  and  make  visible  to  the  naked 
eye  the  minute  drop  of  your  great  subsidy  which  has  tridded 
through  the  fingers  of  the  lender  and  reached  the  doubly-taxed 
borrower?    We  have  seen  that  this  law  has  increased  double  taxa- 
tion in  Massachusetts,  00.106  per  cent,  just  about  f  of  the  en- 
tire reduction  noticed  in  the  savings-bank  loans  since  the  law 
reached  them.    Deducting  the  decline  due  to  general  causes  from 
this  amount,  or  from  the  amount  seen  in  the  tax  commissioners* 
tables,  and  who  can  hesitate  an  instant  in  the  belief  that  this  law 
has  absolutely  left  a  net  balance  ot  increase  in  double  taxation. 

There  is  another  feet  in  the  savings-bank  reports  which  I  wish 
you  particularly  to  rejawit.   The  savings  banks  had  a  declining 
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interest-rate.  Yet  in  1883,  the  first  year  when  they  got  the  taU 
benefits  of  exemption  — notwithstanding  they  lent  money  at  less 
than  ever  before,  yet  the  average  dividends  of  all  &e  savings 
banks  in  the  State  went  up  from  08.93  per  cent  in  1880,  04.00  xn 
1881,  03.97  in  1882,  to  04.09  in  1883.  What  windfall  came  to 
them  which  enabled  them  to  make  up  all  their  losses  from  the  de- 
clining rate,  and  show  a  handsome  gain  in  their  dividends  ? 

Public  officers  mast  bear  some  burdens.  At  the  risk,  therefore, 
that  the  scribes  who  write  up  this  law  shaU  classify  the  bank  com- 
missioners with  the  wicked  assessors  who  know  no  reform  1 
must  make  one  excerpt  from  flieir  report  of  1888 : 

Althou"-h  the  rates  of  interest  have  ruled  low,  and  it  has  been  diffi- 
cult to  make  profitable  investments  of  their  accumulating  deposits,  still 
the  relief  aiforded  them  by  the  modification  of  the  laws  for  taxation  Has 
enabled  tii.-m  to  increase  the  amount  of  the  dividends  to  th«ir  deposi- 
tors." 

Now  the  savings  banks  are  money-lenders,  and  if  the  subsidy 
thev  got  by  tax  exemption  went  to  the  doubly-taxed  borrowers, 
how  in  the* world  could  they  make  dividends  of  it  to  their  deposi- 
tors  ? 

I  do  not  wish  to  comment  on  the  evidence  in  behalf  of  the  law. 
A  fair  sample  is  the  statement  of  a  Mr.  Williams,  who  said,  if  1 
have  not  been  misinformed,  that  when  the  law  passed  his  raort- 
eages  were  at  7,  and  the  moment  it  passed  be  could  get  money 
ofthe  savings  banks  and  others  at  4^  and  o  per  cent.  This  is  2  to 
24  less,  call  it  21  per  cent  off.  Ur.  Nowell  did  about  as  well,  and 
most  of  the  witnesses  got  from  1  to  H  off-  Now  the  savings 
banks  did  not  get  their  exemption  till  the  next  year.  And  when 
thev  did  get  it  it  was  only  f  per  cent.  That  is  to  say,  Mr,  Wil- 
liams was  able  to  persuade  a  savings-bank  man  to  throw  off,  a  year 
ahead,  three  times  as  mu(!h  on  account  of  his  exemption  as  he  ever 
cxnected  to  ^et  bv  it.  It  was  a  rare  exhibition  of  financial  SklU  on 
the  part  of  Mr.  Williams.  The  fools  that  General  Walker  repre- 
sented were  not  supposed  to  give  their  customers  more  than  they 
got  But  such  savings-bank  men  as  these  witnesses  dealt  witH  are 
luouuinental  fools,  and  ought  to  be  replaced  from  this  body  of  men 
who  have  skill  enough  to  get  1  per  cent  discount  out  Of  a  f  per 
cent  exemption  which  the  savings  banks  generally  divide  to  their 

I  think,  <rentlemcn,  you  can  see  the  philosophy  of  this  evMlence. 
Rules  never  go  dow  n  bv  the  insensible  degrees  which  these  aver- 
a  res  indicate.  They  drop  half  per  cent  or  one  per  cent,  and  more 
at  one  than  half,  at  a  time  —  to  one  man  this  month,  another  next, 

and  so  on.  Thus  of  $36,000,000  of  B^S^-J^^'^.i^^^  P^^^y^H 
down  from  rates  of  7  per  cent  and  above,  in  1876,  $6,000,000  fell 
into  the  i]\  rate,  S16,000,000  into  the  6,  $2,000,000  into  the  o^^ 
8l),000,000"into  the  5,  $1,000,000  into  the  4^,  $2,000,000  into  the 
4  and  only  trifles  into  inter\'emng  notches.  I  have  myself  known 
nu  n  to  replace  a  7  per  cent  loan  with  a  5.  But  it  did  not  indicate 
a  drop  of  2  per  cent  in  the  interest^rate  that  day.  The  borrower 
had  paid  7  when  he  ought  to  have  got  his  loan  for  6^,  6,  o^.  ine 
general  average  of  ten  thousand  of  these  transaetioos  la  the  mter- 
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est-rate.  This  law  required  the  lender  to  secure  his  subsidy  by 
requiring  a  covenant  from  his  debtor  to  pay  all  taxes  on  the  land 
and  leave  him  to  escape  on  his  note.  He  doubtless  strained  every 
nerve  to  keep  up  his  rate  till  he  could  make  the  drop  which  was 
inevitable  the  excuse  for  requiring  the  covenant.  Possiblv  now 
and  then  a  man  went  a  shade  below  the  market,  recouping  his 
loss  by  withholding  his  next  drop.  Tliere  was  no  saving  to  the  bor- 
rower in  that.  It  does  not  show  in  the  tables,  for  it  was  equalized 
before  the  next  reckoning.  There  are  honest  men  who  thought,  as 
the}'  signed  the  paper  and  took  the  ^  per  cent  off,  that  it  was 
something  they  owed  to  the  law^  It  was  only  one  of  the  drops  in 
the  rate,  which  had  occurred  time  and  again  before,  which  our 
figures  prove  reduced  the  rate  no  more  than  usual,  and  which, 
therefore,  would  invariably  have  occurred  had  the  law  remained  as 
it  was.  The  savings  banks  in  187G  loaned  $1  Oil, 000, 000  as  fol- 
lows: $17,000,000  at  8  per  cent,  $14,000,000  at  7^^,  $78,000,000 
at  7.  It  all  went  down  mostly  by  ^  per  cent  drops,  till  in  1881  only 
12  of  the  109  millions  remained  in  the  rate  figures.  How  many  a 
time  in  these  years  this  subsidy,  or  any  other  quack  nostrum  for 
reducing  the  interest-rate,  might  have  been  palmed  off  on  the  pub- 
lic as  the  cause  of  the  decline ;  and  your  room  would  have  been 
filled  with  crowds  who  would  have  sworn  to  its  efficacy. 

I  desire  to  add  but  one  proof  more.  In  1880  Vermont  started 
in  a  system  precisely  the  reverse  of  ours.  An  efficient  law  was 
enacted  to  bring  out  and  tax  credit  and  other  property  before 
escaping.  It  trebled  the  personal  viduation,  and  could  only  have 
done  it  by  assessing  more  than  four  times  as  many  mortgage  loans 
as  before.  I  inquired  with  some  care  in  that  State,  and  found 
that,  under  tiieir  system,  mortgage  interest-rates  declined  precisely 
as  it  has  under  onrs.  Let  me  quote  as  an  example  a  lett^  from 
Col.  L.  K.  Fuller  of  the  Estej  Organ  Company,  an  expert  on 
taxation,  and  a  man  having  one  of  tbB  ctemest  beads  in  Vermont 
for  such  questions : 

"Brattleboko',  March,  1884. 

*'  Mt/  Dear  Sir,  —  I  have  just  returned  from  a  seven  weeks  absence,  aud 
find  your  note.  I  suppose  it  is  too  late  or  I  would  collate  facte  for  you. 
I  will  only  say  this  much  :  that  in  1877  the  rate  of  interest  was  6,  7,  mtd 

8  per  cent,  but  about  that  time  it  was  reduced  here  by  the  saving  banks 
for  local  loans  to  6  per  cent,  and  for  the  last  four  years  good  loans  have 
been  made  as  low  as  5  per  cent  I  know  quite  a  number  of  nice  loans  at 
that  rate,  and  even  4^  per  cent.  Our  stringent  assessment  law  has  not 
increased  the  rate  of  interest  at  all. 

**  Yours  very  truly, 

"LEVI  K.  FULLER.'* 

There  is  to-day  no  corresponding  country  county  of  Massachu- 
setts with  a  cheai^er  mortgage-rate  than  the  one  of  his  residence. 
Whether  yoa  take  off  all  taxes  from  mortgage-loans  or  tax  them 
four  times  as  much,  the  rate  of  interest  declines  in  precisely  the 
same  degree. 

I  regret  the  necessity  for  imitating  my  adversaries,  and  relying 
in  this  one  instance  upon  the  evidence  of  opinion.  Vermont  has 
few  statistics  or  I  would  quote  them.  But,  thanks  to  the  wisdom 
which  gives  as  a  reoord^  no  man  can  act  in  darkness  on  this  ques- 
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tion.  If,  in  admiration  of  British  institutions,  he  chooses  to  aid  in 
fastening  a  privileged  plutocracy  on  the  shoulders  of  Massachusetts 
industry,  he  can  do  so.  But  he  must  do  it  iu  the  daylight  of  the 
figures. 

The  facts  also,  as  well  as  theory,  show 

14.  That  the  lata  of  1881  has  not  operated  to  reduce  the  hiterest- 
rate,  but  only  to  subsidize  money-lenders^  and  increase  double  tas^ 
ation. 


PtEAS  FOR  THE  LaW.  —  The  TBtTStSB* 

There  are  certain  pleas -and  sophisms  that  tangle  the  feet  of  the 
unwary. 

The  lenders  fency  it  has  force  to  pictme  a  trustee  under  the  old 
law,  insisting  upon  4^  per  cent  for  somebody's  trust-fund  under  all 
drcamstances*  whether  rates  are  at  one  figure  or  another.  If  there 
is  any  tax  on  the  money  you  must  pay  it, — if  not,  you  can  have  it 
at  4^  an  tiie  same,  I  think  I  need  not  ask  your  sentiments  about 
sadi  a  trustee.  He  would  be  very  soccessful  in  loaning  your 
money  when  the  current  rate  was  7.  He  ooald  do  any  amount  of 
business.  When  it  got  below  6,  your  money  would  be  suspended 
in  the  air,  and  you  could  never  after  get  any  thing  for  It  while  the 
rate  was  down.  I  am  afraid  that  such  a  man  would  not  last  long 
as  trustee.    I  do  not  think  there  are  any  such. 

It  is  said,  that  a  certain  trustee  in  this  dty  lent  money,  formerly, 
at  41  per  cent,  with  a  provision  in  his  contract  that  the  borrower 
should  pay  his  taxes  on  the  note,  and  at  6  without  that  provision. 
I  think  this  is  a  mistake,  and  that  he  simply  offered  to  do  so.  Tbht 
is  my  memory.  But  that  is  immaterial.  Some  persons  cannot  own- 
prehond  how  it  was  that  the  borrower  at  6  per  cent  did  not  pay  this 
trustee's  tax  in  his  interest-rate  besides  his  own  on  the  land,  and 
this  case  is  very  much  referred  to  in  proof  that  the  borrower  pays 
the  lender's  tax. 

Had  the  borrower  covenanted  to  pay  the  lender's  pew-rent,  he 
could  doubtless  have  got  the  money  at  4.  Does  it  seem  therefore, 
tliat  bon-owers  really  paid  their  lenders'  pew-rent?  And  that,  if 
the  church-slips  should  be  made  free,  they  could  continue  to  get 
the  money  at  4,  unless  general  interest-rates  had  meantime  fallen? 
The  borrower  paid  the  trustee's  taxes  in  no  different  sense  than 
Bates,  the  merchant,  paid  Jenkins's  taxes  on  his  farm.  Bates 
bought  eacli  year  the  farmer's  fall  butter  for  $700,  just  as  the  bor- 
rower bought  the  use  of  the  trustee's  money.  Jenkins's  taxes 
were  $100.  Rol)hins,  the  collector,  was  Bates's  neighbor.  Fi- 
nally, Jenkins  told  Bates  if  he  would  settle  with  Bobbins  every 
year  he  might  have  the  butter  SlOO  less.  So  Bates  took  the  butter 
at  $600,  and  paid  Bobbins  the  taxes,  $100.  Does  it  seem  that 
Bates  really  paid  Jenkins's  taxes,  or  that,  if  the  town  should  ex- 
empt Jenkins,  Bates  would  get  that  butter  for  $600  again  unless 
the  pi  ice  of  butter  had  gone  dow^n?  Do  you  believe  that  trustee 
lends  to-day  at  4^  per  cent  when  he  has^  no  tax  to  pay,  or  if  he 
does,  that  he  does  so  for  any  other  reason  than  because  general 
interest-rates  have  fallen  1^  per  cent? 
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Thb  BoBBomBBs'  CramtaL      thk  Scbszdt. 

Another  inquires,  Why  cannot  the  borrower,  when  he  makes  his 
trade  for  the  money,  compel  the  lender  to  divide  the  exemption 

with  him?  ,  ^  ^,    ,    ,  , 

One  is  tempted  to  answer  — yon  always  say  that  the  lender  has 
his  own  way  and  makes  the  borrower  pay  all  his  taxes,  ^th  a 
serene  contempt  for  the  laws  of  poUtieal  economy,  until  yon  begin 
to  talk  about  the  ability  of  the  lender  to  pocket  a  subsidy  of  the 
tax.  Then  you  come  down  ftom  ttie  ckrads  and  misconstrue  those 
laws  to  i)rove  that  the  lender  does  not  have  his  own  way,  bat  must 

give  it  over.  . 

But  this  does  not  answer  the  question.  The  answer  is :  Because 
the  law  gives  the  exemption  to  the  lender  withcmt  limiting  its  grant 
to  those  who  do  in  good  faith  pay  their  debtors'  taxes.  The  laws 
of  demand  and  supply  decide  who  shall  have  the  subsidy,  and  they 
control  the  will  of  the  borrower  under  the  principles  I  have  cited. 
He  can  no  more  say  he  will  have  jthe  benefit  of  that  exemption 
than,  in  the  case  I  supposed  of  an  exemption  of  boot-makers  to 
the  extent  of  one  dollar  per  pair,  could  the  purchaser  say  he  would 
have  that  dollar  off  ftom  the  price  of  the  boots.  Others  would  buy 
the  boots,  and  he  would  go  Ilong  time  bootless  before  he  could 

get  a  cent  off.  '  .      ,  ... 

Is  it  desirable  to  be  more  definite  and  examine  the  application 
of  one  of  liie  laws  cited?    When  the  exemption  act  passes  the 
lender  is  lending  and  the  borrower  is  borrowing  for  just  what  the 
money  is  worth.    The  borrower  can  afford  the  price,  else  he  would 
not  have  paid  it.    Suppose  the  law  tosses  a  subsidy  to  the  two.  If 
the  laws  of  demand  and  supply  did  not  preponderate  to  control,  we 
should  expect  the  subsidy  to  be  equally  divided.    Without  consid- 
ering^ the  surroundings,  we  should  expect  that  the  lender  could 
pocket  but  half,  and  that  in  a  general  exemption  of  credits  the 
borrower,  who  is  taxed  to  make  up  the  subsidy,  would  be  left  as 
well  off  precisely  as  he  would  be  under  our  old  system  of  taxing 
credits, —the  lender  only  plundering  community  by  a  half  tax. 
Given  100  lenders  and  100  borrowers  dealing  at  the  market  rate 
and  on  equal  terms,  without  power  to  vary  the  number,  the  law 
tossing  in  100  subsidies,  each  requiring  a  combination  of  a  bor- 
rower and  lender,  and  thev  might  be  equally  divided.    That  is  not 
this  case.    The  subsidy  is  given  to  the  lender.    Any  lender  can 
have  it  who  can  find  a  borrower.    Out  of  the  hundred  75  had  the 
subsidy  before  by  dodging  their  taxes.    They  can  continye  to  get 
it,  for  they  can  dodge  on  a  thousand  other  inyestments.  ^  They  are 
ready  to  put  their  money  somewhere  else  before  they  will  concede 
a  cent  to  the  borrowers.    Of  100  borrowers,  therefore,  each  one 
seeks  a  subsidy  of  25  lenders  who  can  give  it.    Four  ask  it  of  09e. 
Is  it  not  plain'that  the  one  can  pocket  ^§  of  it,  and  that  one  of  the 
four  will  accept  the  ^\  before  he  wUl  be  one  of  three  who  go  off 
sorrowing  with  nothing? 

So  each  of  tlie  laws  I  have  cited  apply.  The  borrower  has  no 
more  control  of  the  division  of  that  subsidy,  than  the  private 
lender  has  to  secure  Ms  4^  per  cent  and  1|  taxes  when  money 
is  at  5. 
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BmAL  EffTATB. 

It  is  said  the  law  will  increase  real  estate  by  building.  How? 
By  cheapening  the  interest-rate  to  builders.  *That  is  the  very 
point  we  are  discussing.  First  prove  that,  and  then  talk  about 
what  it  will  do  to  real  estate.  Do  not  cook  the  hare  till  he  is 
caught.  But  it  is  said  real  estate  has  increased.  What  is  the 
inference?  That  interest  has  been  cheapened  on  mortgage-loans. 
We  have  been  claiming  that  ever  since  tlie  inception  of  this  discus- 
sion- It  went  down  faster  before  the  law  passe-1  than  since  ;  and 
the  increase  was  greater  the  year  before  the  law  passed  than  last 
3'ear,^as  the  record  shows,  the  fact  that  real  estate  has  increased 
may  indicate  that  interest-rates  have  decreased  ;  but  it  has  no 
tendency  to  prove  that  any  part  of  the  decline  was  due  to  this  law. 
As  a  straw  indicating  just  how  this  law  is  helping  us  bv  increasing 
our  taxes,  I  notice  an  editorial  in  the  Journal"  of  March  7, 
stating,  apparently  fronj  c^eial  soarces,  that, 

**  The  business  of  the  past  year  will  not  bring  any  gain  in  personal 
property,  and  we  may  look  for  a  loss.  There  has  not  been  a  very  large 
number  of  new  buildings  erected,  and  in  many  portions  of  the  city  real 
estate  is  less  valuable  than  it  wa«  a  year  ago.  If  we  should  reach  a  total 
valuation  of  «69U,000,000,  and  the  estimates  be  permitted  to  nmsAn  as 
they  were  last  eveninq-,  we  shall  have  a  rate  of  taxation  exceeding  sixtera 
dollars  on  a  thousand,  which  exceeds  the  highest  rate  ev^  known." 

In  a  parallel  colnmn  I  find  from  a  Chicago  paper,  — 

^  *' The  valuation  of  buildings,  be^un  last  month,  is  $1,781,000  against 
•501,720  for  the  correspouding  month  the  year  before." 

And  in  another  Boston  pai)er  of  the  same  day  a  wail  over  the 
taxation  of  mortgages,,  etc. » iu  Chicago. 

Cost  as  an  Element  of  the  Pbice  of  Loaks. 

My  able  fHend  who  has  the  misfortune  to  conduct  the  ease  upon 
the  other  side  —  I  should  dread  to  encounter  him  if  he  had  even  a 
narrow  isthmus  of  truth  iu  his  cause  to  stand  upon  —  lias  rested 
his  argument  on  two  i)ropo8ition8 ;  and  the  first  is,  that  the  choice 
of  an  investment  for  money  depends  upon  its  net  return — taxes 
out.  This  is  another  form  of  stating  the  doctrine  of  the  equaliza- 
tion of  profits,  which  I  have  considered.  I  assent,  premising  that 
the  net  return  may  be  partly  in  other  considerations  than  money, 
—  for  instance,  in  the  advantages  of  an  annuitant*  But  the  prin- 
ciple  is  a  general  truths  and  furnishes  the  reason  why,  when  inter- 
est-rates on  every  other  security  fell  after  1880  from  five-eighths 
to  about  one  per  cent,  the  rates  on  mortgage-loans  fell  also,  law 
or  no  law.  From  his  second  proposition  that  rates  of  interest  on 
mortgage-loans  in  this  State  have  been  fixed  by  those  who  make 
returns  to  assessors  and  pay  their  taxes,  that  is,  —  by  the  private 
lendei  s,  —  I  dissent.  These  men  loaned  about  $75,000,000  out  of 
$450,000,000.  Now,  if  one-sixth  could  fix  the  rate  for  the  whole, 
why  not  one-tenth  oi-  one-thousandth  as  well?  Did  this  little 
Cfderie  sit  down  and  dictate  what  the  mortgage-rate  should  be? 
They  chained  six  per  cent  in  1880.  What  luck  would  they  have 
had  if  they  had  ooncluded  to  lake  ten?  How  would  thej  have  kept 
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out  the  hundreds  of  millions  which  this  rate  would  have  attracted 
from  England  to  get  the  four  per  cent  profit?  Money  could  earn 
only  six  with  a  niarsin  for  profit.  How  would  they  have  held  up 
the' borrowers  to  i)ay  ten?  Suppose  these  private  lenders  had  con- 
cluded to  reduce  to  "two.  Where  would  they  have  found  capital  to 
have  supplied  the  $oOO,000,OUO,  of  which  the  holders  of  real  estate 
would  have  asked  the  loan,  if  only  to  lend  over  in  other  Slates  at 
six'  My  friend  cannot  mean  that  the  action  of  these  men  afifected 
to  any  extent  the  rate.  The  laws  of  supply  and  demand  control 
the  price  of  interest  like  that  of  e\  ery  other  commodity,  and  the 
private  lenders  are  only  a  waif  on  the  tide.  Does  he  not  recall  the 
testimony  of  Mr.  Hvd'e,  that,  in  thirty-three  years  of  dealing  in 
mortgages,  he  never  heard  a  borrower  inquire  whether  the  lender. 

paid  taxes  or  not?  • 

He  can  only  refer  to  the  principle  that  the  element  of  cost  afliects 
the  price  of  an  article  through  its  influence  in  checking  the  supply 
when  the  price  is  below  the  cost  and  a  margin  of  profit:  I  do  not 
deny  that.  But  it  only  modifies  it  through  the  supply.  You  can 
buy  a  thousand-dollar  house  in  a  deserted  mining-town  for  a  dollar, 
a  palace  in  Carthagena  for  a  song.  Men  have  been  willing  to  pay 
a  fortpne  for  a  gallon  of  water.  This  tax  was  an  element  of  the 
cost,  and  had  its  slight  weight  in  tJic  world's  supply.  But  it  only 
affected  the  cost  of  keeping  for  loan  a  small  part  of  the  capital 
in  Massadmsetts,  reaching  nothing  outside.  It  affected  the  price 
of  lowis  only  somethii^  more  than  the  twc  on  Monroe  fannm 
affects  the  price  y<Mi  would  pay  tat  Monroe  com. 

The  Tax-Dodoe»'8  Fictttiocs  Exactiow. 

Perhaps  the  most  ludicrous  plea  for  the  law,  is  the  claim  that  the 
tax-dodger  got  an  extra  tax  in  his  interest  from  the  borrower,  by 
pretending,  or  having  it  understood,  that  he  paid  a  tax  when  be  did 

°°If  so,  what  a  profitable  business  tax-dodging  must  be.  He  cer- 
tainly cheated  the  State  out  of  1^  per  cent ;  if  also  he  got  U  per  cent 
from"  the  borrower,  he  made  a  net  3  per  cent  by  his  fraud.  And 
the  remedy  proposed  is  as  comical  as  the  plea.  It  is  that  every 
other  lender  shall  also  be  allowed  to  cheat  the  Stale  out  of  taxes. 

When  a  farmer  who  has  iterchance  escaped  taxes  on  his  farm 
comes  to  Quincv  Market  with  his  eggs,  and  finds  eggs  selling  at 
twenty  cents,  would  anybody  ask  them  at  fifteen  from  him,  if  it 
should  happen  to  be  discovered  that  he  had  not  paid  his  taxes?  If 
his  eggs  were  very  fresh,  would  they  not  bring  twenty,  even  if  every 
man  in  the  market  should  hear  of  the  farmer's  tax  escape  ?  So 
with  the  interest-rate,  perhaps  the  safest  man  to  tell  that  the  lender 
has  escaped  from  his  taxes  is  the  debtor.  Would  that  change  the 
price  of  interest,  any  more  than  if  the  debtor  should  hear  that  the 
lender  had  jusl  inherited  the  money  without  earning  it? 

If  assertion  would  answer  they  would  have  you  believe  that  the 
tax-dodger  did  not  compete  to  reduce  rates  They  are  of  some- 
what different  clay  from  the  rest  of  the  money-lenders,  and  though 
three  times  as  numerous,  know  how  to  iwcket  an  exemption  when 
they  see  it  without  competing  at  all.    But  when  the  taxed  end  ol 
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this  body  of  lenders,  one-tUird  as  large,  get  the  same  exemption, 
luimindful  of  the  tender  consideration  with  which  they  have  been 
treated  by  thii  tax-dodging  end,  they  compete  until,  as  the  wit- 
nesses say,  they  drive  down  the  illgo'tten  gains  of  the  tax-dodger, 
and  two  or  three  times  as  much  more,  and  the  tax-dud}4er  and  the 
foreigner  are  consumed  with  wrath.  The  simpletons  have  not  the 
wit  to  lend  enough  of  their  money  over  in  New  Hampshire,  or  give 
it  to  tlie  Western  loan  companies  as  the  Connedicut  insurance  com- 
panies do,  to  keep  down  the  sui)ply,  and  then  dodge  on  the  new 
investment ;  but  the  heroic  enei-gy  of  the  little  end  of  the  associated 
body  of  lenders  has  brought  tliem  all  down,  till,  as  the  witnesses 
tell  you,  the  tax-dodger  is  moving  heaven  and  earth  against  the 
law  while  the  tail  of  the  British  lion  has  been  pinched  and  the  wail 
of  Lombard  Street  is  heard  in  the  land. 

What  is  the  basis  of  this  assertion  that  the  dodger  does  not  com- 
pete? The  loan  of  his  comniodity  seems  to  be  tolerably  free  of 
the  fact  in  its  history  that  it  has  escaped  taxes.  Does  it  not  count 
in  the  supply?  Do  not  those  untaxed  eggs  go  to  satisfy  a  want  in 
Quincy  Market,  or  are  they  shadowy  eggs  that  do  not  meet  a  de- 
mand? Has  anybody  told  you  of  any  psychological  difference 
between  the  tax-dodger  and  the  tax-payer,  whereb}*  the  former 
was  inclined  not  to  underbid  the  latter  when  he  saw  he  could  make 
any  thing  by  it?  The  borrower  does  not  even  fanc}'  that  his  lender  ' 
pays  taxes.  lie  does  not  care.  Suppose  he  did?  Does  the  fan- 
cied cost  or  the  real  cost  to  producers  have  its  effect  upon  the  sup- 
ph'?  Do  yon  not  remember  when  whiskey  was  taxed  $2.00  per 
gallon  and  sold  for  $1.67,  because  distillers  dodged  the  tax? 
The  illicit  distiller  bad  b3'  competition  reduced  the  price  by  the 
whole  cost  of  the  product  and  a  part  of  the  tax  besides. 

Mr.  Quincy  makes  the  only  approach  to  an  argument  I  have 
heard  on  the  point.  He  tells  you  that  the  dodging  lender  knows 
he  may  be  taxed  and  takes  an  insurance  against  it, — that  is,  he 
takes  a  premium  and  insures  himself.  He  cannot  get  an  insur- 
ance unless  the  market  will  let  him.  If  taxes  are  paid  from  profits 
and  not  shitted,  he  cannot  get  an  insurance.  But  suppose  he  does. 
What  is  an  insurance  premium?  A  small  percentage  laid  aside  to 
accumulate  and  meet  a  fire.  What  is  an  insurance  against  a  tax? 
A  small  percentage  laid  aside,  which  is  enough  to  accumulate  and 
meet  it  when  it  comes.  As  tlie  lender  is  yerj  certain  whether  he 
will  be  taxed  or  not,  it  must  be  very  slight.  But  the  claim  is  that 
the  lender  takes  the  whole  tax  which  he  does  not  pay.  Just  as  if 
a  merchant  exposed  one  day  of  the  year  would  chaige  into  the 
price  of  his  goods  the  whole  cost  of  burning  them  up  onoe  a  year,  . 
when  the  fire  comes  onl}-  once  in  a  century.  Insurance  only 
meets  actual  fires,  just  as  insurance  against  this  tax  would  only 
meet  actual  taxes ;  and  we  have  con^ered  elsewhere  the  effect 
of  the  actual  tax  on  the  rate. 

I  trust,  gentlemen,  that  I  need  say  nothing  more  to  convince 
you  that  the  hoirowers  have  not,  and  cannot  by  any  pumping 
process  set  up  by  the  (reneral  Court,  get  in  re(hiction  of  interest- 
rates  the  taxes  which  the  dodger  evaded.  He  did  not  get  any 
more  than  his  money  was  worth,  and  his  transaction  with  the 
borrower  was  substantially  a  fair  one*   His  real  fraud  was  that  he 
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did  not  pay  from  his  proflts  the  taxes  due  to  the  oommnnity.  Wb 
wrongftil  gain  lay  in  cheating  the  public,  not  the  borrows.  What 
Ms  competition  reduced  the  interest-rate,  that  he  lost  to  the  bor^ 
rower  out  of  his  stealings  from  tiie  State. 

I  desire,  tiien,  to  call  to  your  mind,  with  all  the  power  I  can 
command,  the  fia^,  that  between  tax-dodging  and  the  exemption 
of  1881  there  is  no  particle  of  difference  in  principle.  The  tax* 
dodger  and  the  lender  we  have  exempted  are  eqaaUy  able  to  pay 
the  tax.  The  exemption  is  simply  legalized  tax-dodging.  It  wiU 
not  have  so  much  effect  in  reducing  interest-rates  as  tax-dodging 
had.  What  you  give  to  the  holders  of  a  supply  already  in  use 
counts  nothing  to  reduce  the  price  of  interest.  It  is  precisely  as 
effective  as  an  order  to  your  treasurer  to  remit  to  each  tsxrdodg&r 
a  check,  without  any  requisition  for  its  application.  If  there  were 
one-fourth  as  many  mortgage-loans  in  Massachusetts,  the  same 
demand,  and  three  times  as  much  more  capital  as  a  supply  should 
be  brought  in  by  such  a  subsidy  as  you  offer,  then  it  would  reduce 
mortgage  interest-rates  about  the  same  as  tax-dodging  capital  has, 
In  precisely  the  same  way.  You  cannot,  as  I  have  shown,  attract 
such  a  proportionate  supply.  This  law,  therefore,  has  increased 
double  taxation,  extended  tax-dodging  to  the  rest  of  the  mort- 
gage-lenders, without  securing  to  the  community  the  inadvertent 
fruit  of  the  prior  fraud,  and  lifted  the  shield  of  Massachusetts 
over  the  tax-dodger. 

Thb  Cost  of  ths  Law.— ^Ths  PfuvAiPB  IdSHOKBs'  Bohajtza. 

Let  us  measure  this  bonanza  of  the  private  lenders.  How  much 
do  thev  make  each  year  out  of  the  law?  How  much  do  thev  g^ive 
back  and  save  net  out  of  the  tax-payers?  Examine  the  assessors' 
*' Aggregates."  There  were  $62,500,000  of  mortgage  loans  re- 
ported taxed  in  1881.  Very  many  of  the  towns  did  not  re[)ort. 
The  actual  amount  has  been  estimated  at  $75,000-000.  Call  it  70. 
If,  now,  the  mortgage  loans  increasetl  in  the  same  rulio  as  the  un- 
secared  loans,  the  amount  which  would  have  borne  tax  in  1883  was 
$91,500,000.  Suppose  that  too  great.  Take  the  average  of  the 
four  columns  of  credit  property  counting  as  such  stocks  in  other 
States.  With  the  same  increase,  the  mortgage  loans  would  have 
been  $84,500,000.  From  thiB  deduct  the  $13,500,000,  the  amount 
yet  reported  as  taxed.  That  is  too  mnch.  l!jrote  each  year  it  is  a 
vanishing  quantity  ;  but  it  leaves  $71,000,000.  There  were  large 
amounts  in  doomed  property  which  were  sometimes  classified, 
sometimes  not.  Some  of  these  will  be  reported  for  exemption. 
The  Supreme  Judicial  Court  is  now  considering  whether  the  law 
exempts  all  mortgages  held  by  corporations  and  taxed  with  a  fran^ 
ohise  tax.  Good  judges  say  they  are  really  exempt.  How  much 
in  mortg^es  the  great  body  of  the  corporations  hold  witli  th^r 
great  capital  I  cannot  tell.  The  joint-stock  insurance  companies 
alone  hold  $1,351,542.  Call  the  total,  at  a  low  figure,  $6,000,000. 
We  have  $77,000,000.  Call  it  75.  I  think  no  one  can  quarrel  with 
that  estimate.  Take  now^  the  averi^e  tax-rate  for  1882,  which  was 
$15.28,  and  at  $75,000,000  of  mortgage  loans  exempted  to  private 
lenders  (lenders  other  than  savings  b:wks)  we  And  the  subsidy  to 
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them  to  be  $1,146,000  per  annum  drawn  from  the  other  tax-payers 
of  Massachusetts.    How  much  did  they  pocket?    If  our  reasoning 
is  correct  thev  pocketed  it  substantially  all.    But  suppose,  for 
curiosity's  sake,  that  we  fly  in  the  face  of  reason  and  the  possibUi- 
ties,  and  admit  for  the  moment  that  the  value  of  the  use  of  money 
put  into  mortgages  did  not  decline  at  all  from  general  causes  aftw 
the  law  passed,  while  money  in  every  thing  else  did.    I  think  there 
is  no  man  fool  enough  in  Massachusetts  to  say  it  went  up.    If  this 
be  true,  that  every  mill  of  the  decline  was  due  to  tiie  law,  hofir 
much  did  these  private  lenders  then  pocket?   We  found  that  the 
total  decline  in  the  mortgage-rate  was  .517  per  cent  since  1880. 
Our  figures  indicate  that  about  three-fourths  of  the  decline  between 
1880-82  was  in  the  year  before  the  law*    Call  it  half.    We  have 
then  a  decline  of  .272  per  cent  in  the  rate  since  IJie  law  passed. 
These  private  lenders,  therefore,  have  reduced  their  rates  that 
much.    This  was  all  they  allowed,  general  decline  and  all,  and  on 
$75,000,000  it  was  $204,000,   They  got  $1 ,146,000,  that  is  plain ; 
they  made  up  all  their  losses  tcom  decline  in  the  value  of  money, 
and  got  $942,000  net  besides.   Count  out  all  the  decline  since 
1880  as  due  to  the  law,  and  they  have  pocketed  $758,000.  Now, 
wiU  some  one  of  the  fHends  of  this  law  tell  me  how  much  good 
this  sum,  almost  a  million  a  year,  which  even  they  must  admit  the 
private  lenders  have  pocketed,  did  towards  reducing  double  taxa- 
tion? Or  the  fhrther  large  amount  that  the  savings  banks  divided  ? 

The  reduction  of  savings-bank  taxes  was  part  of  the  scheme. 
Mr.  Holmes  has  told  yon  how  the  quarter-per-cent  exemption  was 
passed  as  a  twin  measnie,  not  to  go  through  except  this  did.  The 
savings-bank  officers  claimed  that  they  could  not  compete  with  the 
private  lend^,  who  were  exempted  to  the  amount  of  one  and  a 
half  per  cent,  unless  they  were  liberally  dealt  with.    There  is  still 
a  direct  and  eflfective  discrimination  against  the  savings  banks, 
and  in  favor  of  the  private  lenders,  to  whose  interest  the  law  seems 
especially  adjusted.    Before  its  passage  the  private  lender  paid 
one  and  a  half,  the  savings  bank  three-fourths.    The  lender  could 
theref<»«  profitably  deposit  with  the  savings  bank,  and  pay  the 
expenses  of  the  institution,  receiving  as  much  as  the  money  would 
net  outside.    Now,  the  savings  bank  must  pay  at  least  a  thii^d  per 
oeiit  tax  on  his  deposit,  while  he  escapes  free.    He  therefore  gets 
a  profit  of  a  third  per  cent,  and  the  expenses  of  the  institution 
besides  to  induce  him  to  take  out  his  loan  and  lend  it  himself  in 
competition  with  the  savings  banks.    Some  time,  when  deposits 
are  less  plenty,  the  discrimination  will  bt;  felt.    Dealing  with  the 
savings-bank  reduction  as  part  of  the  scheme,  we  have  the  data  to 
approximate  its  cost  in  1883. 

Taxation  remitted  to  private  lenders       .       .       •  $1,146^000 
Taxation  remitted  on  92,000,000  savings-bank  mort- 
gage-loans (i)  

Taxation  remitted  on  $2,500,000  in  bank  buildings  .  12,000 
Taxation  remitted  on  $16,141,000  MassachosettF  Hos- 

mtal  Life  Insurance  Compan}-  deposits  .       .       •  75,000 
Taxation  remitted  on  $252,000,000  deposits  (i)      .  ^30,000 

$2,323,000 
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.  From  tiiis  is  a  drairbadc  in  the  reduction  of  nafacmal  bank  tasEes 
reminded  to  savings  banks  of  $250,000,  reducing  the  mbsidy  to. 
$2,073,000  per  annum.  I  think  it  is  beyond  the  power  of  any 
man  to  prove  by  logic,  or  the  (MrobaMlities,  or  by  the  official  figures, 
the  return  of  any  part  of  it  worth  coantii^,  either  to  the  pablic  or 
the  doubly*taxed  borrows. 

There  are  various  questions.  Let  me  state  one.  Suppose  the 
trustee  of  a  railroad  mortgage-bond  issue  sbKMild  notify  the  various 
assessors  on  its  route  that  he  wished  to  be  assessed  as  mortgagee 
on  the  real  property  of  the  railroad  mortgaged.  The  railroad 
would,  of  course,  reimburse  him  for  smy  taxes  he  should  pa\',  for 
they  pay  them  now.  Why  could  not  he  claim  exemption  on  all  the 
railroad  bonds,  perhaps  without  this  form?  If  so,  why  does  not 
the  act  exempt  $40,000,000  or  $50,000,000  more  of  property  now 
taxed  when  the  railroads  choose  to  go  through  the  form?  But  this 
is  not  all.  You  abandon  the  right  to  tax  the  dodger,  and  ratify  his 
dodging.  Adopt  the  Vermont  law,  and  should  it  prove  reasonably 
eflfective,  you  would  add  $100,000,000  to  the  amount  of  mortgages 
taxed  in  1881.  Should  it  prove  as  eflfective  as  in  Vermont,  credit 
property  would  pay  half  the  taxes  of  Massachusetts.  In  this  law 
vou  throw  away  the  chance  to  tax  $100,000,000  of  tax-dodgers' 
mortgraores,  —  the  chance  to  draw  $1,500,000  for  the  relief  of 
business,  besides  your  great  actual  subsidy  to  the  lenders. 

Nor  is  this  all.  We  have  already  seen  that  you  cannot  stop 
here:  you  must  directly  exempt  all  credits  based  upon  doubly- 
taxed  property,  or  retrace  your  steps.  Here  is  a  list  to  begin 
upon,  all  which  must  be  exempted  before  you  reach  a  tangible 
property  basis. 

Money  at  interest  unsecured  .  .  .  •  •  $48,497,016 
Money  at  interest  secured  by  mortgage  .       .       .  13,770,219 

Taxable  deposits  .       •   22,450,578 

Savings-bank  deposits  (ex  bank  stodk  and  exempt).  132,284,256 
Public  stocks  and  s^mrities   .       .       .       .       •  66,273,602 

National  Bank  stock   96,203,011 

Premium  on  bank  stock   20,000,000 

Stocks  in  corporations  without  the  State .  .  •  71,678.793 
Massachusetts  Hospital  Life  Insurance  Company  .  9,361,742 
Corporation  surplus  less  estimated  sto<^  ,  .  .  100,000,000 
Net  value  life-insurance  poU<»es     ....  39,163,624 

$619,677,841 

The  bank  stodc  must  be  induded  by  reason  of  the  United*States 
law,  which  fortnds  its  taxation  above  other  moneyed  capital. 
These  properties  now  pay  over  $6,000,000  taxes.  Exempt  it  all, 
and,  on  the  principles  I  have  stated,  substantially  nothing  will 
come  of  your  exemption  to  the  industries  of  Massachusetts,  to  the 
public,  or  to  the  doubly-taxed  borrower :  it  must  inevitably  be  a 
pure  subsidy  to  tl^  capitalist.  Do  you  wish  to  continue,  and  give 
this  $6,000,000  more,  or  retrace  3'our  steps,  and  retani  to  the 
honest  system  of  taxation  under  which  Massachusetts,  least  favored 
of  the  States  by  nature,  has  beocmie  tb»  richest  of  them  ail  'i 
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The  Scheme  to  Build  up  the  Statb  by  Attracmno  Tax-' 

DODGBRS. 

There  is  one  remarkable  theory  urged  by  some  to  sustain  this 
law  which  I  must  barely  notice.    It  is  that  if  you  will  exempt  all 
credit  property,  so  many  holders  of  it  will  find  this  an  agreeable 
place  to  dodge  their  public  obligations  that  their  expenditures  and 
the  taxation  of  their  houses  will  profit  the  community  more  than 
the  remitted  tax ;  that  if  you  will  set  up  a  c^lass  of  genteel  loafers 
by  paymg  their  public  expenses  you  will  have  so  many  of  them 
that  you  can  indirectly  recoup  your  gifts.    Aside  from  the  mean- 
ness of  the  proposal  'to  tempt  from  sister  States  those  who  owe 
them  public  contributions,  and  the  low  moral  tone  of  those  who 
would  come,  the  scheme  would  be  a  failure.    It  is  based  on  a  mis- 
conception of  the  laws  under  which  credit  property  accumulates. 
There  are  certain  classes  of  business  in  which  credit  property  is 
employed  —  banking  for  example —  which  go  where  the  demand 
calls  unless  discriminated  against.    I  do  not  understand  this  is 
referred  to  so  much  as  the  class  held  by  i)ersons  for  its  interest 
income.    This  class  of  property  is  the  fruit  of  business  — of  the 
use  of  real  and  tangible  property.    Business  flourishes  best  where 
credit  property  pays  its  share  of  the  taxes.    It  does  not  take  much 
thinking  to  perceive  that  in  a  manufacturing  town  of  Massachu- 
setts the  farmer  and  the  cotton-spinner  will  pay  better  wages  and 
do  a  better  business  if  $1 ,000,000  Union  Pacific  bonds  are  taxed, 
than  if  they  paid  that  $15,000  tax  themselves.    The  same  is  true 
if  the  same  amount  of  mortgage  loans  are  taxed,  for  theory  and 
fact  teach  us  that  their  owners'  taxes  are  paid  out  of  his  profits  as 
much  as  the  bond-holders.    Business  prospering,  wealth  will  in- 
crease faster  where  credits  are  taxed.    When  the  business  man 
has  acquired  enough  or  becomes  disabled,  he  sells  his  working 
property  for  a  note.    That  is  credit  property  made  by  his  sale. 
As  it  increases  faster  here  will  it  stay?   The  business  man  rarely 
retires  and  transforms  his  property  into  credits  until  he  reaches 
maturity  when  his  assodaticms  are  fixed.    It  is  not  often  that  he 
will  cut  loose  from  friends  and  home  to  cheat  the  public.  The 
percentage  who  will  sneak  into  a  foreign  land  to  escape  their  obli- 
gation to  contribute  according  to  their  ability  to  the  Commonwealth 
that  has  fostered  and  protected  them,  is  too  insignificant  to  count. 

The  scheme  will  fail. 

Of  a  somewhat  similar  nature  is  the  notion  that  by  throwing  all 
taxes  on  land  so  many  more  will  come  with  chattels  to  occupy  it, 
that  the  land-owner  can  charge  all  his  extra  taxes  in  additional 
rent.  I  cannot  see  wherein  lies  the  attraction  to  the  chattel-holder 
to  come  if  what  he  saves  in  taxes  he  is  to  lose  in  rent.  No  par- 
ticular man  in  addition  to  those  now  coming  will  come  here  to 
begin,  unless  he  can  net  some  advantage.  The  landlord  cannot 
raise  on  such  a  man  to  compensate  for  the  extra  taxes  the  land  pays 
and  give  him  that  advantage.  If  the  taxes  were  shifted  to  the 
landlords  some  increase  would  accrue  gi*adually  in  the  business 
based  upon  chattels  —  for  the  holders  of  tangible  chattels  more 
readily  change  their  domicile  than  the  holders  of  credit  property, 
except  BO  &r  as  they  are  detnined  by  the  nc^ustwent  of  their  busi- 
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ness  to  mills  and  other  real  property.  It  would  be  a  great  deal 
wiser  to  exempt  tangible  chattels  than  bonds  and  mortgage  loans. 
But  every  man  that  came  must  find  his  business  improved  hy  get- 
ting that  remitted  tax  —  hence  the  landlord  could  not  get  it  also  in 
rent.  Should  the  scheme  succeed  there  would  be  more  buildings 
perhaps,  but  no  better  rents  for  those  now  built.  The  increase  in 
number  would  not  reduce  the  present  landlord's  taxes,  for  the  new 
comers  require  just  as  great  proportionate  expenditure.  Aggrega- 
tion never  reduces  the  tax-rate.  Boston  and  the  State  pay  three 
times  the  rate  paid  when  the  people  were  half  as  many  in  number. 
The  direct  tendency  is  to  cheapen  buildings.  The  project  im[)oses 
a  discriminating  tax  against  costly  buildings  and  architectural 
beauty.  Perhaps  this  is  one  reason  for  the  inferiority  of  the  build- 
ings in  Philadelphia  com[)ared  with  those  of  New  York  and  Bos- 
ton. State-Street  landlords  may  well  study  the  demand  for  their 
fine  buildings  under  such  a  system  on  the  streets  of  Philadelphia. 

The  whole  scheme  is  protection  run  mad.  Protection  proper 
is  intended  to  protect  the  native  against  the  foreigner.  But  this  is 
a  project  to  levy  a  tax  from  the  industries  connected  with  real 
property,  and  use  it  to  build  up  the  industries  based  on  tangible 
chattel-capital,  —  to  build  up  one  class  in  the  same  State  at  the 
expense  of  the  other. 

llie  Barings  in  Boston  could  conduct  their  business  with  a  fifth 
part  of  the  estate  in  total  value  which  their  annual  tax  would 
amount  to.  Their  prices  are  fixed  by  rates  outside  Massachusetts, 
and  would  not  be  cheapened  to  our  citizens.  Where  the  landlords 
propose  to  recoup  themselves  tor  carrying  their  taxes,  I  &il  to  see. 

Philadelphia  and  Boston  Compared. 

So  much  has  been  said  about  Philadelphia^  by  those  who  plead 
for  the  legalization  of  tax-dodging,  that  a  brief  comparison  may 

be  pardoued.  In  Pennsylvania,  mone}'  at  interest,  and  chattels 
are  lightly  taxed.  In  Philadelphia,  credit-capital  pays  4  mills 
State  tax,  —  something  more  than  our  savings-bank  deposits  are 
taxed,  —  but  only  half  what  they  formeiij'  paid,  and  other  chattels 
pay  hardly  anything.  Philadelphia  is  an  old  city,  —  larger  than 
Boston  a  century  ago,  —  and  is  the  metropoHs  of  the  State  having 
the  greatest  mineral  wealth  of  any  in  the  Union.  With  the  vast 
resources  of  Pennsylvania  in  coal,  iron,  and  petroleum,  her  water- 
])ower.  her  fertile  soil  and  bland  climate,  her  advantage  in  being 
300  miles  nearer  the  cotton  supply,  and  in  having  her  seaport  200 
miles  nearer  the  great  grain  centre  at  Chicago,  —  surely  barren, 
inhospitable  Massachusetts,  aud  her  leading  city,  can  bear  no  com- 
parison, in  business  and  in  wealth,  to  Pennsylvania  and  Phila- 
delphia. Yet  the  official  records  show  229  people  to  the  square 
mile  in  Massachusetts  to  93  in  Pennsvlvauia,  and  a  manufacturins: 
product  of  $o5;3.95  per  capita  against  $173,90.  Let  me  cite  some 
comparative  statistics  for  1882,  including  in  money  at  interest  the 
mortgage- loans  taxed  in  Boston  in  1881,  and  such  other  items  as 
under  Pennsylvania  law  is  included  in  the  term,  as  mortgages, 
money  owing  by  solvent  debtors,  notes,  bonds,  contracts,  and 
accounts  bearing  interest  (except  labor  bills) ,  money  lent  in  other 
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States,  etc.  Eeal  estate,  since  1868,  has  been  assessed  at  full 
value.  Parts  of  the  last  credit  item  are  duplicate  of  preceding 
items,  but  as  the}-  are  less  so  in  Boston,  owing  to  the  taxation 
separately  of  saviugs-bsBk  deposits,  the  change  of  ratio  is  only 
Qfifior  to  Boston. 


Private  bankers*  capital     •       .  * 
Private  bankers'  deposits    .       .       .  . 
State  banks  and  Trust  Companies'  capital  . 
State  banks  and  Trust  Compttnies'  depouts 
SaTings-bank  d^poaits       .      .      .  • 
National  Bank  capital       .      •      *  . 
National  Bank  surplus 
National  Bank  deposits 
Money  at  interest,  and  taxed  credits  . 

$5,439,589 
3,621,863 
1,850,000 
11,803,403 
65,912.931 
50,450,000 
11,590,572 
81,117,615 
109,600,000 

83,621,863 
6,738,522 
780,271 

37,026,174 
29,767,052 
17,358,000 
8,777,303 
65,630,501 
45,863,769 

•3*1,885,978 

82154^,456 

Credit  capital  per  capita  .... 
Taxable  real  estate  per  capita,  1882  . 
Products  of  manufacturing  per  capita,  1880 
Clearing-house  exchanges  per  capita,  1882  . 
Foreign  farade,  imports  and  exports  per 
eapta,  1^  

362.839 
8941 
1,255 
360 
9,760 

860 

847,170 
8254 
643 
883 
8,298 
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Now,  gentlemen,  I  do  not  attempt  to  claim  that  all  this  wonder- 
Ital  discrepancy  in  favor  of  Boston  and  Massachusetts  is  due  to  our 
and^t  and  honest  system  of  taxation,  wherein  the  rich,  in  theory 
at  least,  paid  their  share  ;  but  I  do  say  that  the  comparison  is  the 
very  last  that  should  be  cited  to  prove  the  advantages  of  shifting 
their  taxes  to  the  rest  of  the  community.  Observe  how  credit 
property  accumulates, —  not  where  it  is  exempted,  but  where  it 
bears  its  share  of  the  burdens.  Talk  of  exempting  money-lenders 
to  get  them  in  and  tax  their  houses  !  Why,  gentlemen,  I  presume 
your  capitalists  live  in  houses  worth  $20,000  or  over,  — if  they  do 
not  they  will  not  help  you  much  —  and  I  presume  they  do  not 
occupy  all  the  fine  houses  in  Boston.  But  a  tax  laid  at  the  1882 
rate  on  foreign  stocks  in  Boston,  and  laid  on  the  mass  of  Boston 
credit  capital  I  have  referred  to,  would  build,  buy,  and  pay  for 
every  dwelling-house  in  Boston  worth  $20,000,  or  over,  every  eight 
years,  as  the  assessment-rolls  show. 

The  Buiu>bn  faixs  on  Business  and  Labor. 

Gentlemen,  the  class  who  are  employed,  and  who  are  not  able  to 
pav  taxes,  the  majority  of  your  people,  deserve  some  consideration 
at  your  hands.  I  am  no  believer  in  taxing  any  one  class  to  sub- 
sidize another,  —  it  is  wrong  in  principle,  evil  in  effect, —but  if 
you  must  do  it,  I  say  your  favor  should  fall  in  the  home  of  the 
wcnkman  socmer  than  in  the  drawing-room  of  the  aristocrat.  I, 
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fer  one,  protest  against  the  establishment  here  of  the  system  whic^ 
in  England  oppresses  labor,  and  reduces  the  common  and  agricul- 
toral  laborers  to  a  condition  hardly  superior  to  that  from  which  the 
African  race  has  just  emerged  in  America.    A  part  of  that  system 
this  scheme  is.   The  tax  on  capital  held  for  interest,  which  we  are 
proceeding  to  remove,  is  the  tax  least  of  all  burdensome  to  hmU 
ness,  for  it  is  a  tax  on  accumulation  rather  than  on  business  prop- 
erty.   Analyze  Uie  tax  on  Union  Pacific  bonds.    What  part  of  it 
is  derived  from  wages,  or  tends  to  reduce  business  profits?  It 
oomes  nine  times  out  of  ten  from  the  man  who  has  retired  from 
bnsiness.   We  have  seen  that  the  tax  on  a  mortgage  note,  added 
or  r^ioved,  does  not  modify  the  interest  chai^e^  — it  oomes,  all  or 
neariy  all,  out  of  tiie  holder's  profits, — and  stands  in  the  same 
relation  to  business  as  the  tax  on  the  bond.   Shift  now  the  tax  on 
the  bond  or  note  to  land,  mills,  or  tan^ble  diattels.   A.B*  owns 
a  mill  making  shoes.    He  must  make  them  to  compete  with  any 
other  maker  in  America.    When  you  place  on  his  plant  the  tax 
remitted  to  the  lender,  how  does  he  meet  it?    He  can  charge  no 
penny  more  for  his  shoes,  no  more  than  the  lender  could  charge 
his  tax  into  his  interest.    He  will  at  once  reduce  his  wages  roll, 
and  divide  the  loss  between  himself  and  his  workmen.  Comi>eti- 
tion  inflicted  just  such  a  loss  of  profits  on  our  manufacturers  from 
1875  to  1880.    The  Bureau  of  Statistics  tells  you  that  it  was 
divided  in  the  ratio  of  7.17  per  cent  from  their  profits,  4.35  per 
cent  from  the  wages  of  the  workmen.    The  laws  of  supply  and 
demand  equalize  between  emploj'er  and  man  this  ratio  —  bj'  de- 
pressing the  industry  and  releasing  help  to  compete  on  the  one 
hand  —  by  the  necessity  of  the  employer  to  keep  his  help  from 
entering  other  emplo3'ments  and  destroying  his  business,  on  the 
other.    The  division  of  the  burden  of  cost  of  this  law  doubtless 
approximates  to  this  other  exaction  ;  it  is  similar  in  effect,  and  to 
make  up  the  $2,000,000  subsidy  to  lenders  $800,000  per  annum  has 
been  taken  from  the  wage-earners  of  Massachusetts,  $1,200,000 
from  business  profits.    Now,  mark  the  difference  between  shifting 
this  tax  from  the  lender  to  the  ^hoe  manufacturer  and  vice  versa. 
You  may  reduce  tlie  profits  of  either  class  so  as  to  drive  them  out 
of  the  State  without  changing  much  the  price  of  interest  or  of 
shoes.    But  when  you  drive  out  the  money-lender  it  means  one 
man  gone,  one  house  vacant.     When  you  drive  out  the  shoe- 
maker it  means  a  hundred  men  gone,  a  blighted  village,  a  decaying 
metropolis. 

This  vicious  law  more  completely  enslaves  labor  and  business  for 
the  advantage  of  interest  cai)ital  than  the  law  of  Pennsylvania  or 
of  England.  The  one  requires  from  Philadelphia  moneyed  capital 
a  four-mill  tax,  and  an  inheritance  tax ;  the  other,  thanks  to  Sir 
Robert  Peel,  imposes  an  income  tax,  and  a  legacy  and  a  succession 
tax.  It  is  reserved  for  Massachusetts  reformers  to  begin  with  the 
scion  of  the  monej-lender  in  his  cradle,  to  guard  his  home  and  his 
bonds  with  police,  to  fhmish  his  advancing  years  with  sdbools  Tot 
his  intellectual  training,  his  maturitj'  wi&  highways  for  his  car- 
riage and  paiks  for  bis  pleasure,  courts  to  construe  his  oontracts, 
sheriff  to  collect  his  claims,  to  extend  over  him  through  life  the 
aegis  of  the  State's  protection ;  and,  for  it  all,  to  ask  of  him  no 


40 


manner  of  contribution,  but  to  impose  the  total  cost  on  the  men 
who  work  on  farms  and  in  factories,  and  on  those  other  men  whose 
business  enterprise  maintains  the  greatness  and  prosperity  of 
Massachusetts. 

Can  MASSACHUSKira  Industries  enddbe  it?  —  Compakatitb 

Taxation. 

The  next  important  question  is,  whether  Massachusetts  indus- 
tries can  endure  this  burden.  We  are  now,  as  nearly  as  I  can 
ascertain,  the  heaviest-taxed  community  in  the  world,  and  year  by 
year  the  taxes  are  increased.  I  happen  to  have  a  friend  who  OWM 
two  mills  of  about  equal  capacity,  one  in  Vermont,  one  here.  His 
taxes  are  about  $600  in  Vermont,  $2,800  here.  The  general 
statistics  look  hardly  better.    Let  me  make  some  comparisons. 


IMS. 


"Bj  assessors  

Bank  tax 

Insurance  companies  .  .  •  •  • 
Savings  banks 

Corporations  • 

MsMadinsetts  Hospital  Life  InsnnuDce  Go. . 

State  and  towns  liquor  licenses  . 

btindry  minor  taxes,  inclading  peddlers' 

licenses 

Per  capita  proportion  of  the  U  S.  customs  . 
United  States  taxation  on  national  banks  . 
Internal  revenue  collections  in  Massachusetts, 
ftaedal  asseBsments,  Boshm 


Population-basis  of  natural  excess  of  births 

and  ot  polls 
Taxation  per  capita    •       .  • 
Tax-rate  by  assessors — first  item 


17,600,501 
660,396 
5,700 
By  assessors 


216 
1,552,000 


,818,813 


1,243,566 
§7.89 
824 


$26,090,914 
1,118,312 
274,607 

935,274 
2,121,923 
50,805 
679,772 

60.016 
7,844,000 

1,485,669 
2,743,456 
92,094 


$43,496,742 

1,921,719 

$22.64 
15.28 


The  gross  imperial  revenue  of  the  British  Kingdom  was 
£85,000,000.  From  this  omit  the  post-offlce  and  telegraph  re- 
ceipts, except  the  net  amount  above  cost  of  operation,  —  the  mis- 
cellaneous receipts  of  which  about  half  were  official  fees,  — and 
the  receipts  from  Suez  Canal  account,  as  these  are  omitted  from 
the  preceding  table,  and  we  shall  arrive  at  an  approximate  com- 
parative table  of  British  taxation ;  viz. :  — 

Custom  £19,287,000 


Excise  .       .       .       •  • 

Sta:mps        .       .       •  • 

LAtid  Tax  and  Honse  Duty  • 

lo  oomeTax  .  .  .  • 
P.O.  and  Telegraph,  less  cost 

Imperial  Tascation 
IxKaa  Taxation,  1881  . 


27,240,000 
12,260,000 
2,725,000 
9,945,000 
2,948,658 

£74,405,658 
38,838,943 


£113,244,601 
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Population   85,289,950 

Tax  per  capita  at  $4.84  p»  £       .       .       .       .  $16.58 

Mr.  Mulhall,  the  statistician,  places  the  taxation  per  capita  at 
$17.18,  but  as  that  inchides  postage  and  telegraph  expenses,  and 
miscellaneous,  it  is  not  fair  for  comparison.  I  am  aware  that 
there  are  sundry  special  assessments  which  are  more  fully  stated 
in  the  general  budget  for  Massachusetts  than  in  the  United  King- 
dom. There  are  taxes  here  you  get  no  report  of.  But  I  think  the 
fact  is  unquestionable  that  our  taxation  is  25  per  cent  higher,  not- 
withstanding the  British  tax-payer  is  burdened  to  carry  on  Abyssin- 
ian wars,  to  maintain  a  great  army  and  navy,  to  pay  the  interest 
on  $3,750,000,000  of  national  debt,  and  to  support  royalty  besides. 
On  the  basis  of  wealth  the  ratio  is  still  greater  against  us. 

Now  I  am  not  going  to  quarrel  with  the  taxes —  to  say  they  are 
right  or  wrong.  But  one  thing  is  certain,  the  manufacturer  and 
farmer  have  got  to  pay  them.  They  have  got  to  pay  them  and  com- 
pete with  States  where  they  do  not  exist.  No  matter  to  them  from 
a  business  point  of  view  how  justifiable  they  are.  They  reduce 
the  profit  on  a  pair  of  shoes  or  a  yard  of  cloth  just  as  much  if  they 
tend  to  persuade  obedience  to  every  command  of  the  decal<^e. 
Massachusetts  has  in  no  respect  the  natural  advantages  of  Penn- 
sylvania, and  the  South  can  save  the  whole  freightage  as  a  dis- 
crimination to  help  her  in  spinning  cotton.  Beduction  in  the  tariff 
has  been  effected,  and  more  is  promised.  The  Bureau  of  Statistics 
reports  that  the  net  profits  of  manufacturing  declined  from  $66,- 
670,000  on  a  gold  basis  in  1876  to  $34,505,367  in  1880,  nearly  50 
per  cent.  Every  manufacturer  will  tell  you  that  competition  has 
made  his  margin  extremely  small.  WitiU  titese  ccmditions  to  con- 
trol your  dedsion,  what  is  the  part  of  the  statesman?  Is  it  to 
exempt  still  fiurther  tibe  property  which  can  bear  taxes  wiUiont 
detriment  to  business,  — to  extort  $6,000,000  mow  from  these 
interests,  or  to  retrace  your  steps,  and  restore  some  part  of  the 
$2,000,000  of  which  the  tax-payers  «re  now  annually  plundered  ? 

'  How  AbYOCATBS  AKU  FfifmxOMBRS  FOB,  THE  hxW  ABB  HaPK. 

Gentlemen,  the  methods  of  securing  influence  to  sustain  this  law 
show  how  demoralizing  it  is.  I  hold  a  mortgage-blank,  purporting 
to  be  the  blank  of  a  great  savings  bank.  It  has  a  dause  that  the 
debtor,  — 

Shall  pay  all  taxes  and  assessments  to  whomsoever  levied  or  araeased, 
whether  on  the  granted  premises  or  on  any  interest  therein,  or  on  the  debt 
seeored  hereby,  and  whether  in  the  nators  of  tans  and  assessoiaitB  now 
inb^gornot.** 

The  purpose  plainly  is.  to  hold  the  debtor  to  pay  the  lender's 
taxes,  besides  his  own,  if  the  General  Court  should  change  the 
law.  It  was  evidently  drawn  by  an  inartifida)  acrivener,  and 
would  probably  fail.  A  lawyer  would  have  told  him  that  the  I<^8- 
latqre  would  not  tax  in  the  hands  of  the  bank  either  the  granted 
premises,  or  any  interest  therein,  or  the  debt.  It  would  lay  a  tax 
on  the  bank's  fhinchise.  But  the  clause  is  used  by  private  lenders, 
and,  in  that  case,  if  not  void  ibr  other  cause,  binds  the  debtor. 
Now,  mark  its  purpose.   The  moment  the  questt<m  rises  whether 
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this  law  shall  be  swept  away,  ever}'  debtor  gets  a  printed  circttlftr, 
of  which  this  is  a  sample,  I  have  it  from  a  woman  to  whom  it 
was  sent.  The  words  Dear  Madam,"  printed,  imply  that  it  WM 
the  form  for  women :  — 

**Drar  MadaHv — In  your  mortgage  recorded  ia  the  Soflli^  Regis- 
try of  I)eeds,  a  clause  to  the  following  effect  appears:  — 

"  '  And  the  said  mortgagor  agrees  to  pay  all  taxes  and  assessments  on 
the  mortgaged  property,  anti  also  upon  the  'leht  and  note  secured  thereby.^  ** 
The  clause  in  italics  has  been  inserted  by  lenders  to  secure  them 
against  all  loss  from  a  possible  repeal  of  the  present  law  exempting  morl- 

gage  noteff  from  tazation* 

II  means  tiiis:  If  the  present  law  is  repealed  and  taxes  are  aje^ain  put 
npon  mortgage  notes  ym  will  be  obliged,  under  this  clause,  to  pajtb^ 
taxes,  in  addition  to  all  taxes  and  interest  that  you  now  pay. 

"  Are  you  aware  of  the  fact  that  a  petition  has  been  presented  to  the 
Legislature  for  the  repeal  of  tiiis  present  law  which  now  protects  you  from 
double  taxation  ?  .  .  . 

**Yon  are,  therefore,  asked  for  the  sake  of  jonr  present  and  future 
interosts  to  use  what  influence  you  can  with  individiud  members  of  the 
Legislature,  especially  with  those  that  represent  your  aim  district,  to 
prevent  a  retorn  to  double  taxation,  etc." 

A  direct  appeal  to  the  pocket  to  create  a  lobby.  Was  there  ever 
a  raoi-e  rascally  effort  to  prevent  wholesome  l^slation?  These 
lenders  are  not  satisflcKl  to  pocket  the  subsidy.  They  like  the  loot, 
and  propose  to  bind  the  debtors  so  tiiat  Doric  Hail  shall  be  filled 
wiUi  a  lobby  of  widows  and  orphans,  pleading  that  th^  creditors 
may  be  let  off  from  paying  their  honest  taxes.  Here  are  the 
heroes  that  carry  women  on  their  backs,  thinking  timt  iriien  the 
enemy  sees  them,  chivalry  will  prevent  the  fire. 

This  is  an  institution  created  by  .you,  starting  an  insurance 
company  to  save  it  from  the  General  Court.  Fancy  the  treasurer 
about  to  concede  tiie  \  per  cent  which  these  institutions  have  re- 
duced l^ir  rates  since  the  law  took  effect  upon  them,  watching 
his  f  per  cent  subsidy  in  the  till,  and  well  aware  that  the  value  of 
the  use  of  his  money  had  declined  ^  per  cent  besides,  explaining 
to  that  widow  that  the  institution  really  couldn't  afford  to  drop 
that  ^  per  cent,  unless  she  would  insure  it  against  your  imposition 
of  ftature  taxes !  Does  it  not  indicate  an  inordinate  <^ving  to 
relieve  double  taxation? 

Is  the  contract  of  insurance  i^ainst  the  General  Court  valid? 
Note  the  difference  between  the  old  clause  requiring  the  debtor  to 
keep  his  own  property  free  from  the  lien  of  his  own  taxes,  so  it 
should  remain  a  perfect  security,  and  a  covenant  to  keep  the 
creditor's  property  good  against  any  change  of  legislative  policy. 
The  draftsman  of  this  law  of  1881  evidently  thought  a  special 
statute  was  necessary  to  allow  the  debtor  even  to  contract  to  pay 
the  taxes  on  the  mortgagee's  interest  in  his  own  land.  The  law 
SA'Owed  its  purpose  to  compel  the  lender  to  [)ay  the  debtor's  taxes. 
It  was  necessary  to  have  that  |)urpose  shine  from  its  whole  face  to 
catch  the  votes  of  the  innocents  who  thought  he  would,  or  it  never 
would  pass.  Hence,  you  see  how  adroitly  and  silently  the  right 
stole  in  under  the  eight  words  unlesis  the  parties  have  agreed 
otherwise  in  xoriting*^^ 
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The  direct  effect  of  this  new  proviso  is  to  organize  a^  lobby  iHio 
are  under  bonds  to  prevent  your  freedom  of  action  on  this  question* 
That  you  have  seen.  The  debtors  signing  it  have  agreed  for  a 
slight  or  no  consideration  to  guarantee  the  subsidy  of  1881,  Tb&f 
have  the  same  motive  to  block  legislation  that  an  insurance  com- 
pany which  has  received  a  dollar  has  to  put  out  tiie  fire  which  will 
cost  them  their  hundred.  They  have  made  a  bet  of  100  to  I  that 
you  would  allow  this  law  to  stand. 

Now  the  rule  of  law  is  that  a  contract  whidi  has  a  pr^dmate 
tendency  to  cause  improper  influence  on  the  L^islature  is  void. 
It  is  not  necessary  to  prove  any  vidous  purpose.  Thus  it  is  per- 
fectly legitimate  for  a  petitioner  to  employ  counsel  to  present  his 
case  before  tiie  Legislature,  and  the  courts  will  enforce  his  daira 
for  payment.  But  the  Supreme  Ciourt  of  Pennsylvania  say  that  a 
priOT  contract  for  a  contingent  fee,  payable  only  if  successful,  is 
vmd,  even  tiK>ugh  there  is  no  suspicion  of  wrong  intent  or  improper 
conduct,  because  it  tends  XA  induce  it.  I  do  not  say  that  this  kind 
<rf  Insurance  coupled  with  its  plain  effect  is  void,  but  I  do  say  that 
since  it  would  invalidate  the  whole  mwtgage  as  an  entire  agree- 
ment if  void,  if  I  had  It  dient  holding  a  second  mortg^e  or  a 
dower  intetwt^  the  Supreme  Jndicial  Court  would  have  a  chance 
to  dedde  whether  it  was  an  immoral  contract  or  not. 

Of  course  I  need  not  argue  that  sympathy  for  those  who  have  in 
this  manner  bet  against  odds  that  the  law  will  continue,  has  no 
place  in  deciding  the  policy  of  Massachusetts ;  but  it  is  possible 
charity  might  call  for  some  temporary  relief.  Chivalry  does  pro- 
tect even  the  men  who  carry  women  on  their  backs  to  shield  them 
— until  the  non*co»bataats  can  be  removed, 

Woi;u>  Repeal  Baiob  the  Rais? 

There  are  those  who  seek  to  incite  fear  by  claiming  that  a  repeal 
of  the  law  would  raise  the  interest-rate  —  that  the  cre<fitor8,  for 
instance,  will  continue  to  exact  these  contracts  to  pay  their  taa^es. 

There  is  no  danger  that  debtors  will  sign  sudi  contracts  when 
they  begin  to  cost  something,  without  getting  paid  for  it.  Now 
they  are  a  simple  insurance,  and,  as  there  is  no  measure  of  the 
risk,  probablv  no  consideration  is  given  few  them.  They  will  con- 
tinue to  be  given  without  consideration  when  the  tax  ia  restored 
about  as  long  as  an  insurance  company  would  continue  to  issue 
policies  for  nothing  when  every  policy  meant  a  fire.  If  the  bor- 
rower shall  get  his  rate  reduced  enough  by  it,  the  contract  is  fiiir. 
Who  could  complain  of  that  trustee  iendii^  at  4^  and  taxes  wlien 
the  current  rate  was  6? 

There  is  not  the  slightest  danger  that  the  rei)eal  of  the  law 
would  cause  any  substantial  increase  of  the  rate  of  interest.  As 
tiie  law  did  not  reduce  it,  neither  can  its  abrogation  raise  it.  The 
rate  has  not  fallen  mwe  than  in  oUier  States,  and  an  attempt  to 
raise  it  would  soon  attract  a  current  of  forei^  cafutal.  No  person 
need  fear  difHcmlt^  in  security  money  on  safe  mortgages  at  present 
rates,  under  taxation,  when  men  are  glad  to  lend  to  municipalities 
and  nilroads  at  3f  to  4,  in  loans  anbject  to  taxation.  The  margin 
of  difi^nce  between  tiie  securities  is  far  greater  than  formerlj 
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under  taxation  of  both.  Should  there  be  a  concerted  effort  to  raise 
rates  —  to  bull  the  market  —  it  would  doubtless  result  in  the  usual 
fortune  of  combinations  to  raise  the  prices  of  commodities  by  hold- 
ing them  back,  and  there!)}'  reducing  the  supply.  They  end  in  a 
reduced  consumption  because  of  the  higher  price  —  an  accumulat- 
ing and  disproportionately  large  supply  which  finally  overflows  and 
carries  prices  farther  below  tlie  natural  rate  than  the  combination 
had  raised  them  above.  The  Vermont  experience  settles  this  ques- 
tion also. 

Excuses  to  Avoid  Examination. 

Gentlemen,  there  are  pleas  having  no  brains  in  them  that  often 
exert  an  inordinate  influence.  One  man  will  say,  ^^This  law  bad 
an  exhaustive  discussion  by  the  Legislature  and  a  profound  consid- 
eration by  the  press  and  people  before  it  passed ;  I  will  not  there* 
fore  disturb  it.'* 

An  exhaustive  examination  indeed!  What  is  the  law?  It  is  a 
law  that  the  lender  shall  pay  taxes  on  the  debtor's  land.  That  is 
what  the  Legislature  of  1881  voted  for.  Does  he  do  it?  The  pro- 
moters of  the  bill  either  knew  it  would  fail  of  that  effect  or  they 
did  not  know  it.  If  they  knew  it,  then  it  is  plain  they  knew  they 
could  not  carry  the  scheme  on  its  merits,  and  if  the}'  were  correct 
they  carried  it  by  indirection.  If  they  did  not  know  it  the  decision 
of  the  Legislature  has  no  force,  because  it  was  made  in  ignorance. 
In  either  event  it  has  not  the  slightest  weight  to  determine  j'our 
decision.  Suppose  the  Legislature  did  vote  for  the  law  fully  aware 
that  it  was  not  what  it  pretended  to  be.  Tliey  had  not  the  prac- 
tical experience  of  its  work  which  you  have  —  the  elaborate  statis- 
tics of  its  iniquity.    They  had  not  your  light. 

Another  says,  ''I  do  not  believe  in  double  taxation.  I  know 
the  law  does  not  work,  but  it  was  meant  well,  and  I  think  I  will 
sustain  it  till  something  better  is  found."  That  is  to  say,  ''I 
think  the  patient  is  sick.  I  think  Dr.  8angrado's  bolus  is  killing 
him,  but  the  dose  must  continue  till  we  find  another,  for  Dr.  San- 
gi'ado  meant  well." 

Another  claims  the  law  should  be  tried  longer  because  it  has  not 
had  its  effect.  It  has  been  on  the  statute-book  almost  three  years. 
How  long  does  it  take  a  man  when  he  is  making  a  contract  to  de- 
cide whether  he  is  going  to  reduce  his  interest-rate  or  not?  Is  the 
claim  made  that  the  lenders  have  not  heard  of  the  law?  They 
found  it  out  enough  to  exact  written  contracts  from  their  debtors 
to  protect  them  from  it.  The  simpletons  who  did  not  know- 
enough  to  reduce  their  interest- rate,  got  that  part  into  their  beads 
so  thoroughly  that  not  a  man  has  heard  or  testified  of  a  loan  of 
money  made  since  the  law  passed,  where  the  lender  failed  to  secure 
the  covenant.  Not  ^  Jo  P^^^'^  of  the  debtors  in  old  mortgages  have 
I'ailed  to  care  for  their  creditors*  interests  under  the  law,  and  Uiose 
who  have  not  knew  a  great  deal  more  about  the  law  than  those  who 
have.  The  claim  for  more  time  to  try  the  law,  although  disbeliev- 
ing in  it  on  principle,  is  a  compromise  with  a  man's  conscience 
when  he  knows  he  is  doing  wrong.  It  is  saying,  I  know  your 
side  is  the  side  of  the  Lord,  but  I  propose  to  enlist  under  the  ban- 
ner of  the  Devil  a  few  jears^  because  I  think  it  will  be  a  \-aIuable 
experience." 
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AtlTHOBITr. 

I  think  you  will  be  stnick  with  one  significant  fact.    The  more 
a  man  becomes  a  student  of  the  law  the  more  he  comes  to  dishke 
it.    The  assessors  are  chosen  by  the  people  for  their  fairness  and 
intelli<rence  in  the  adjustment  of  the  relative  burdens  of  com- 
munity.   Nothing  would  be  more  agreeable  to  them  than  release 
f'om  the  duties  of  the  old  system,  which  required  of  them  hard 
work,  and  exposed  them  to  persistent  hostility  in  Uie  dwcojery 
and  assessment  of  credit  property.    But  they  are  compelled  by 
their  service  to  become  students  of  the  law  we  discuss,  and  they 
are  consequently  unanimous  for  its  repeal.    "With  ottiere,ttie  asses- 
sors of  56  towns  are  your  petitioners.    They  are  a  board  of  experts, 
the  pick  of  Massachusetts.    Because  of  their  opinions  they  become 
the  target  of  the  monev-lenders  and  their  scribes,  who  annonuM  the 
astonishing  proposition  tliat  ignorance  is  the  nursery  of  ^v>rm. 
And  at  tins  time,  when  money  and  its  influence  so  largely  control 
the  administration  of  public  aflhirs,  it  is  a  good  omen  for  Massar 
chusetts  to  find  the  machinery  of  assessment  in  the  hands  of  a  set 
of  men  whom  neither  the  intrigues  of  wealth  nor  the  abuse  of  the 
press  can  influence  in  their  loyalty  to  the  tamth.  ^  ^  r^ 

If  a  legal  thesis  should  be  denied  by  the  whole  bar  of  the  Com- 
monwealth, if  a  course  of  sanitary  treatment  diould  be  condemned 
by  the  entire  medical  profession,  I  think  you  would  not  hesitate 
long  in  saying  that  their  opinion  was  entitled  to  attention.  Not 
less  in  the  practical  operation  of  a  tax  law  is  the  authonty  of  the 

assessors.  ^     „  ^ 

If  you  look  for  further  weight  of  opinion,  I  refer  you  to  your 
predecessors  of  1883  patiently  studying  this  law  during  almost  an 
entire  session,  and  unanimously  condemning  it,  one  alone  craving 
further  trial ;  to  thp  former  tax-commissioner,  Mr.  Gleason,  seven- 
teen vears  at  the  head  of  your  Tax  Bureau,  from  whose  formative 
mind'has  sprung  almost  your  entire  system  of  cor^wrate  taxation, 
which  coUeets  millions  from  property  that  would  under  former 
systems  have  escaped ;  to  his  able  successor,  to  Mr.  Hills,  the 
principal  assessor  of  Boston,  whose  life  has  been  devoted  to  these 
qnestions,  an  authority  wherever  in  America  a  tax  question  is  dis- 
eased ;  to  President  Seelye  of  Amherst,  familiar  with  the  subject 
ftom  his  thorough  study  as  commissioner  in  1874;  to  that  very 
able  poUtical  economist,  Professor  Perry  of  Williams  ;  the  last  two 
among  your  petitioners  for  the  repeal  of  this  law.    These  are  the 
men  who,  if  the  advocates  of  this  new-fangled  scheme  are  to  be 
credited,  are  banded  together  with  the  Massachusetts  assessors  to 
restore  the  ancient  profits  of  the  tax-dodger.     This  is  no  venal 
Oiowd,  moved  by  the  promptings  of  their  pockets,  no  coueourse  of 
unfortunates  driven  like  cattle  by  men  whose  dishonest  stratagem 
has  attached  them  to  their  service. 

I  am  o-lad,  too,  that  this  is  as  vet  no  party  question  ;  that  you 
not  only^find  among  those  favoring  this  change  Republican  leaders 
Uke  those  I  have  named,  but  have,  among  your  petitioners  lor 
repeal.  Democrats  hke  Bowerman  and  Giiimell,  whose  opinions 
agree,  if  I  am  not  misinformed,  with  that  of  Gen.  Butler  himself. 

Gentiemen,  I  trust  you  wiU  pardon  the  fervor  of  this  discussion. 
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But  iK»  man  who  examines  tiie  qaestiom  can  fiiil  to  see  that  the 
hoar  is  a  crisis  for  Massachusetts.  By  the  specious  plea  of  afford- 
ing remedy  to  a  ikncied  ii^astice,  by  kindling  the  public  sympathy 
for  the  burdens  of  the  poor,  by  a  misconstraction  ot  the  laws  <rf 
political  economy  whidi  would  discredit  the  igaormice  of  the  fif- 
teenth cratury,  a  system  of  gigantic  robbery  has  been  inaugurated, 
already  extortii^  from  the  industries  of  Massachusetts  $2,000,000 
per  annum,  and,  still  insatiate,  calling  for  $6,000,000  more.  Rea- 
son shows  this,  and  the  record  proves  it.  The  extortion  is  not  for 
any  great  public  purpose,  not  for  presendng  the  national  life,  not 
for  conserving  or  extending  the  institutions  which  we  have  received 
as  the  splendid  bequest  of  our  fathers,  but  to  cast  the  burdens  of 
opulence  on  the  industries  which  sustain  the  life  of  the  State,  and 
through  them  to  recoup  tiie  expenses  of  the  ri<di  from  the  earnings 
of  the  poor. 

For  those  who  sustained  the  measure  in  its  inception,  misled  by 
Croesus  pleading  in  the  garb  of  poverty  —  for  those  who  under  the 
exactions  of  business,  weary  of  reopening  this  question,  shut  their 
ears  to  the  evidence  —  for  those  especially  who  come  here  believing 
in  the  law,  failing  to  comprehend  it  and  trusting  without  intelligent 
hope  that  it  may  yet  accomplish  the  cure  of  a  supposed  evil,  1 
have  only  words  of  respect.  And  the  great  body  of  the  moneyed 
classes,  the  men  who  so  nobly  contributed  to  sustain  the  govern- 
ment in  the  civil  war,  they  are  not  represented  here  in  this  appa- 
rent attempt  to  evade  the  just  requisitions  of  the  State  which 
protects  them.  I  find  no  fault  with  the  money-lender  who  finding 
the  subsidy  at  his  hand  accepts  it  under  the  rules  of  business  as  his 
right.  It  is  better  that  no  dollar  should  reach  the  intended  benefi- 
ciary than  that  a  law  so  fraught  with  evil  should  be  continued  on 
the  statute-book  by  securing  through  the  spasmodic  operation  of 
conscience  a  partial  and  imperfect  accomplishment  of  its  purpose. 

But  the  money-lender  who  seeks  for  his  own  profit  to  perpetuate 
this  law,  seduced  into  betrayal  of  the  great  interests  of  the  Com- 
monwealth by  the  jingle  of  the  subsidy  in  his  pocket,  and  the  un- 
whipt  rascal,  who  behind  bank  counters  or  elsewhere,  enjoying  his 
loot,  lies  to  widows  and  orphans  and  other  unfortunate  borrowers 
to  secure  through  their  improvidence,  by  pretences  of  reduction 
which  he  knows  are  due  ftom  the  general  decline,  the  covenants 
against  change  of  this  law  that  by  them  he  may  fill  the  Doric  Hall 
with  a  lobby  of  the  poor  pleading  for  the  continuance  of  his  plunder 
— these  belong  to  a  far  different  class.  The  highwayman  takes  only 
what  he  wants  for  himself,  he  does  not  se^  to  rob  a  million  for  the 
proceeds  of  one  of  the  thefts.  And  if  he  wrecks  a  train  to  get  the 
watches  of  the  passengers,  yet  the  damage  is  limited  and  tempo- 
rarj*.  But  these  men  for  the  pett}'  benefit  to  their  pockets  would 
oi^nize  the  plunder  of  generations.  I  denounce  them  as  enemies 
of  Massadiusetts  in  comparison  with  whom  in  the  court  of  con* 
science  the  common  cut-purse  shines  as  a  model  of  civic  virtue. 

Gentlemen,  the  Puritans  established  a  great  and  influential  Com- 
monwealth on  this  sterile  soil  under  the  essential  prindple  that  no 
privileged  class  should  consume  the  earnings  of  the  people  at  large, 
and  that  each  should  contribute  to  the  State  as  his  means  Allowed 
or  as  justice  requii'ed. 
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The  departure  of  their  children  from  their  wholesome  theories  of 
life  is  destroying  the  race.  The  sunset  of  their  faith  lights  their 
path  to  the  grave. 

It  is  for  you  to  say  whether  30U  will  depart  from  that  salutary 
rule,  or  accept  from  their  hands  as  they  go  the  tordi  whidi  al<Mie 
can  light  to  greatness  and  prosperity  the  path  of  the  new  gener* 
ation. 
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